FINANCIAL TIMES 


Start 
the week 
with... 



Summer In Milan 

The serious business 
of enjoying holidays 


Paul Betts. Page 6 



Greenspan’s record 

Repealing the laws ' * 

of arithmetics ^ | 

Gerard Baker, Pag«l3 5 > 


BHP upheavals 

Abrupt exits from 
the big Australian 9 

Page 17 


Bus in ess;We wsp'a p'en FT.conx;; 


■^7. 


MONDAY AUGUST 11 1997 


Foreign investors 
circling sale of 
Italian exchange 

Internationa] banks and stockbroking firms are 
showing keen Interest in buying into the Italian 
stock exchange when it is sold at auction in a 
private placement next month- Bids are being 
invited for stakes in tbe Borsa Italians starting 
on September 2. Francesco Cesarini, chairman 
of the stock exchange council, said several for- 
eign institutions as well as the big Milan-based 
banks and broking firms had approached the 
exchange about taking stakes- Page 14 

Bundesbank on inflation-watch: Inflation 
is threatening again in Germany and the Bund- 
esbank is making preparations to keep it at bay 
by raising interest rates. The central bank's 
anxieties have been reawakened because the 
D-Mark since last August has fallen 25 per cent 
against the dollar. Page 2 

Standard Chartered, the UK-based bank, is 
pl anning to switch its accounts into dollars to 
avoid swings in its results from sterling’s fluctu- 
ations against the currencies In which it deals. 
Even if the UK does not adopt the single cur- 
rency of European monetary union in 1999, 
Standard Chartered sees the euro as even fur- 
ther removed from its operations than the 
pound. Page 15; Strength In numbers, Page 12 

Yamaichi directors ready to go: Japan’s 
widening scandal over financial firms linked to 
corporate gangsters was set to claim a fresh 
round of victims today with resignations at 
Yamaichi Securities. Japanese media said Yam- 
aichi would remove a core group of directors at 
an emergency meeting, including the president, 
chairman and five vice-presidents. Page 14 

Accusations mar Mideast mission 

_ ., wv . Israeli and Palestinian 

. .. leaders continued to 

' ' trade accusations as US 

Middle East peace 
envoy Dennis Ross, 
left, began shuttling 
between the two camps 
in an attempt to build 
iy confidence and restart 

talks. As the US mis- 
•IV* skra began. pro-Iranian 
HizboUah guerrillas 
" -i' killed an Israeli soldier 
in southern Lebanon in a further escalation of 
hostilities in Israel's self-declared security zone. 
Page 3; Editorial Comment, Page 13 

UPS strike talks break off: The US labour 
dispute between United Parcel Service and the 
Teamsters union deepened after a breaking off 
of talks focusing on part-time work and pension 
arrangements. The week-old stoppage by 185,000 
drivers, sorters and loaders has brought the 
delivery business almost to a Standstill. Page 3 

Japan may cut corporate tax: The 

Japanese government and senior politicians are 
pushing to cut the rate of corporate tax next 
year from 37.5 towards 35 per cent But tbe 
finance ministry is demanding that the cut be 
offset by abolishing tax breaks such as allow- 
ances for retirements and loan losses. Page 3 

BT braced for share fall: Shares in British 
Telecommunications, which have fallen sharply 
since its proposed merger partner MCI issued a 
profits warning last month, are expected to slide 
further today when the stock goes ex-dividend. 
Analysts predict the shares will fall by at least 
47p, the amount BT will pay to shareholders on 
the register before today. Page 15 

Peregrine Investment Holdings, the Hong 
Kong-based investment bank, is to acquire the 
emerging markets operations of Carnegie, the 
Nordic investment bank. The value of the deal 
was not disclosed. Page 15 

Motor racing: Jacques Villen euve overtook 
the crippled car of Damon Hill on the final lap 
to win the Hungarian Grand Prix after Hill had 
led for virtually the whole race. Fellow Briton 
Johnny Herbert was third. 

Cricket: Australia retained the Ashes with a 
264-run win as England slumped to 186 all out in 
the fifth Test at Trent Bridge. Australia leads 
the series 3-1 with just the sixth Test remaining. 

European monetary systems The market 
movements of last week left the core European 
currencies little changed against each other. 

But the sharp fall in sterling led the Irish punt 
to fall back on the grid. Currencies, Page 21 



The chart shows the member currencies af the 
exchange rate mechanism measured against the 
weakest currency in the system. Most of the 
currencies are permitted to fluctuate within 15 per 
cent of agreed central rates against the other 
members of the mechanism. The exceptions are 
the D-Mark and the guilder which move in a Z25 
percent band. 

FT.com: the FT web site provides online news, 
comment and analysis at http://www.FT.ctxn 
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US president will be the first to reject specific tax and spending plans 

Clinton to use his budget veto 


By Nancy Dunne 
in Washington 

President Bill Clinton will 
today become the first US pres- 
ident to veto specific provi- 
sions of tax and budget legisla- 
tion. exercising a powerful 
new constitutional tool for 
limiting wasteful spending. 

Mr Robert Rubin, treasury 
secretary, said on US televi- 
sion yesterday that the presi- 
dent had decided to veto items 
"on both the tax and spending 
side" of the balanced budget 
and tax-cutting bills. 

The bills were signed with 
much fanfare last week, after 
long and tense negotiations 
with the president's Republi- 
can opponents. By law, today 
is the last day he can use the 


“1106 item veto". US presidents 
have sought the right to use a 
line Item veto for decades, but 
it has been denied by 
Congress, protective of its 
powers to give and take away 
tax breaks, raise and lower 
spending, create and eviscer- 
ate legislative programmes. 

It was finally approved by 
the last Republican Congress, 
which hoped a Republican 
president would hold the veto 
after last year's elections. 

Mr Clinton '5 actions are 
expected to face an immediate 
constitutional challenge. Sev- 
eral congressmen challenged 
the veto in court as soon as it 
went into effect on January l 
this year. The Supreme Court, 
however, threw out the chal- 
lenge on the grounds that the 


congressmen had suffered no 
personal harm and the veto 
had yet to be exercised. 

Speaking yesterday on 
ABCs This Week. Mr Rubin 
said the president’s use of the 
veto “can create a useful and 
potentially very strong deter- 
rent to people including inap- 
propriate measures in future 
legislation" . 

However, in using the veto, 
the president risks disturbing 
the unusual bipartisan har- 
mony achieved with the pas- 
sage of last week's legislation. 
He will need broad Republican 
support for his major objective 
in the autumn - the passage of 
new trade negotiating author- 
ity. Republican leaders have 
warned the president against 
exercising the veto on last 


week’s bills. Mr Newt Ging- 
rich, House speaker, said “it 
would violate the spirit'’ of the 
deal 

Mr Rubin said the president 
would not veto any item 
specifically agreed in the 
bipartisan negotiations. He 
would also make public bis 
criteria. 

It was thought the president 
might wait until autumn to 
exercise the veto when the 
“appropriations” bills are due 
to come to his desk. These bills 
are always full of measures 
favourable to special interest 
groups, and would offer the 
president several targets for an 
attack on "pork-barrel poli- 
tics". While the leaders of both 
parties last week extolled the 
benefits ctf the balanced budget 


and the tax breaks, no mention 
was made of numerous provi- 
sions dropped into the 20&page 
tax bill for special groups. 

In the tax bill, tbe congres- 
sional Joint Committee on 
Taxation has identified 79 
provisions for special groups 
eligible for the veto. With the 
line item veto, the president 
can cancel any “limited tax 
benefit” that affects 100 -qr 
fewer taxpayers. 

For example, Die bill- could 
exempt petrol station owners 
from the federal petrol tax 
when selling to local govern- 
ments. Microsoft and other 
computer software manufac- 
turers could receive export 
credits for overseas sales. 

Washington muscle. Page 3 


UAE trade 
centre seeks 
foreign funds 


Running up the flag for India’s 50th 


By our Financial Staff 

An Abu Dhabi company will 
be formed to raise up to Slbn 
in equity from international 
investors to develop an off- 
shore financial and commodity 
trade centre on Saadiyat island 
off the United Arab Emirates. 

The issue, the first ever by a 
company from the United Arab 
Emirates, is part of a £L3bn 
project It marks an ambitious 
attempt by Abu Dhabi, the 
largest of seven emirates, to 
diversify away from oil. which 
accounts for nearly half of 
UAE exports.. 

More than half the financing 
for the development of Saadi- 
yat is expected to be put up by 
domestic government institu- 
tions, the rest being raised 
from domestic and interna- 
tional investors. 

The international portion of 
the equity issue wifi be in the 
form of Global Depositary 
Receipts (GDRs) listed on an 
international stock exchange, 
making it the first Gulf issue 
completely open to foreign 
investors. GDRs trade in lieu 
of underlying equity. Nomura 
International, from its London 
base, is acting as underwriter 
and global coordinator of the 
initial public offering. 

The main drive behind open- 
ing the company's capital to 
international investors is to 
position the offshore centre as 
a global entrepot 

Among countries in the 
Gulf, Oman and Bahrain give 


foreign investors limited 
access to their capital markets. 
But the UAE and Saudi Arabia 
have only recently allowed for- 
eign investors indirect access 
via one specific fund in each 
country. 

The Emirate of Abu Dhabi 
has more than SO per cent of 
the UAE’s oil reserves but has 
fallen behind the more active 
Dubai In seeking to develop 
non-oil revenues. Dubai has 
carved a role as a vibrant re- 
export market, with its port 
and airport turned into 
regional trade hubs. 

The project will include a 
futures exchange and stock 
market, on which the Saadiyat 
company will be listed. 

The heart of the project is to 
develop a centre to trade phys- 
ical commodities, and support 
it with 9.3m tonnes of capacity 
storage, a port, a freight cen- 
tre, and a financial and insur- 
ance centre to facilitate trad- 
ing. 

The construction period is 
expected to take three years, 
according to Abu Dhabi offi- 
cials. but the stock market and 
other facilities wfli begin oper- 
ating from a temporary loca- ! 
tion in Abu Dhabi city. 

A rationale of the project is 
to capture the financing and 
trading opportunities for the 
more than S20bn in industrial ; 
projects planned in the Gulf 
countries over the next few 
years, mainly in the petro- 
chemical food processing and 
metal industries. 



Tailors in Patna, capital of the 
eastern Indian state of Bihar, 
have been working overtime 
to meet heavy demand for 
national flags for the celebra- 
tions surrounding the 50th 
anniversary of the country’s 
independence from Britain on 
August 15. 

Indian path to reform. Page 12 


Shell opens up in bid to 
be more investor-friendly 


By Robert Corzlne in London 

Royal Dutch/Sheli. the 
Anglo-Dutch oil group, will 
publicly disclose how it is 
doing against internal perfor- 
mance targets for the first 
time in an attempt to become 
more investor-friendly. 

Mr Mark Moody-Stuart, 
chairman of Shell Transport 
and Trading, the London arm 
of the group, said there had 
been many discussions within 
Shell's top management of the 
merits of being more open 
about the company's perfor- 
mance. “There has been a lot 
of debate about how wise it 
would be to do that,” he said 
in an interview with the 
Financial Tunes. 

Mr Moody-Stuart added that 
Shell intended to drop its pol- 
icy of not visiting leading 
shareholders on an individual 
basis, which has been critic- 
ised by several institutional 
investors: “It Is unacceptable 
for us to say we are too busy 


or too big to see major inves- 
tors for one-to-one meetings.” 

Several large institutions 
were irritated that their only 
personal contact with Shell 
came earlier this year in 
response to a resolution from 
dissident shareholders critici- 
sing Shell's environmental and 
human rights policies. Senior 
executives visited the top 50 
shareholders to secure their 
backing in its successful bid to 
defeat the resolution. 

Although Shell has pub- 
lished a “road map" for its 
development, it has been crit- 
icised for not publishing a 
timetable for meeting specific 
growth targets. 

“There has been a great deal 
of discussion on the precision 
of the timing we can give,” Mr 
Moody-Stuart said. “But we 
have five-year business plans 
and I am in favour of saying 
this is what we plan to do in 
this period." 

Mr Moody-Stuart said the 
disclosure would be of targets 
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and plans rather than of com- 
pany forecasts. He said Shell 
had “ambitious profits tar- 
gets", although he would not 
confirm a recently published 
statement that it planned to 
double its earning s of about 
£5.5bn ($8.7bn) by 2001- 
He rejected suggestions that 
Shell's financial reporting 
methods made it more difficult 
for investors to understand 
than other leading oil compa- 
nies: “I do not accept that 
there is a lack of clarity in the 
results." But be said the com- 
plexity of the company “makes 
it difficult to forecast from out- 
side, and sometimes from 
inside as well”- 
Mr Moody-Stuart also 
defended Shell's policy of 
maintaining large ca sh 
reserves. Although the size of 
the raah mnnntain — £EL9faD — 
may be somewhat “exagger- 
ated", he said it gave the com- 
pany competitive leverage, 
especially when d ealing with 
governments. 
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luropean 


The opportunities ottered 
by the euro are challenging 
decision makers across 
Europe. WesrLB is weft 
prepared to help you 
succeed m thrs complex 
task. 

Based on its presence in 
most European countries, 
WestLB is one of the 
truly leading banks tn 


Europe. When it comes 
to modifying financial 
strategies and converting 
systems to the euro, be- 
sure to benefit from our 
expense. 

For updated in for m ati on 
about WestLB and the . 
euro, amply visit us on 
our Web sue under.. 
hup7/wuvw.westfb.eom 


Krupp and 
Thyssen 
to look at 
scope for 
more links 


By Frederick StOdemann 
in Berlin 

Thyssen and Krupp Hoesch 
are to open talks next mouth 
-about prospects for merging 
more activities after the 
fusion of their steel busi- 
nesses. 

However, the two big Ger- 
man industrial groups played 
down speculation . that they 
were working towards a 
full-scale merger following the 
failure earlier this year of 
Krupp's hostile bid for Thys- 
sen. 

Mr Reiner Hochscheid, 
Thyssen spokesman, said next 
manfh’s talks would look at 
the activities of both compa- 
nies “division by division” to 
determine where co-operation 
was possible. 

Dependent an. the success of 
those talks, the companies 
would proceed to establish co- 
operative ventures or mergers. 
This may include the groups’ 
trading divisions and automo- 
tive supply activities. 

Most of the possible syner- 
gies to be, had/ from bringing 
Thyssen add J&opp together 
had lain in tested activities, 
Mr Hochscheid. said- While 
there was scope for further 
savings through. mergers, 
there were also significant 
areas, such astefecams, where 
thee was no overlap. : 

Mr Hochm^mid^said: the 
talks would be wiife-ranging 
and there was 1 no pres su r e to 
produce a result ' • 

Krupp scrapped Its March 
takeover: attempt .after, indus- 
trial action at both, companies 
by steel wqrk^ fyqrful of 


dans' and pnb$c |oufcry : aver 
the “barbarian* nature of the 
bid. But in return. Essen- 
based Krupp, the smaHer com- 
party, secured agreement with 
Thyssen to merge, the groups’ 
steel activities into a single 
company ' whfah - wflR itve 
safes: of DMISJhl; 

30,000 employees. The steel 
merger, which Is set to be 
completed , at the aid af this 
month, will create the largest 
flat steel producer In Europe 
and the third largest tn the 
world. 
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Bundesbank set for new inflation fight 


By Andrew Fisher 
in Frankfurt 


Inflation Is threatening to 
raise its head again In Ger- 
many - though the signs are 
ever so faint, as yet - and 
the Bundesbank is making 
preparations to keep it at 
bay by raising interest rates. 

But when and by how 
much remain uncertain. A 
small move could come this 
week with the next securi- 
ties repurchase (repo) ten- 
der. Or it could be delayed 
until August 21 - the next 
council meeting - or later. 
By setting a fixed repo rate 
for only two weeks of the 
bank's four-week summer 
break, the Bundesbank itself 

began the speculation. 


Since this is now the third 
week, the guessing game is 
proceeding in earnest- Bund- 
esbank-watching is back in 
vogue after a long period or 
unchanged interest rates. 
The repo, through which the 
bank influences the money 
market, has been fixed at 3 
per cent for the past year. 

Although economists are 
divided on whether the 
Bundesbank will act just yet. 
they do not expect a rise in 
the discount and Lombard 
rates - now 2.5 per cent and 
45 per cent respectively - 
for some time. Attention is 
concentrated on the repo as 
the most likely advance 
weapon in the Bundesbank's 
fight against inflation. A 
switch to a variable rate ten- 


der tomorrow would allow 
the repo to edge up to per- 
haps 3-2 per cent initially 
and 3.5 per cent by year-end. 

Bundesbank anxieties 
have been reawakened by 
the steep rise in the dollar, 
though it eased on Friday to 
around DM1.85. Since last 
August, the D-Mark has 
fallen 25 per cent against the 
US currency. This has 
helped exporters, propelling 
German shares to record lev- 
els. but also lifted import 
prices. 

So far, these have not fed 
into inflation. But Mr Eck- 
hard Schulte, economist 
with IBJ Research in Frank- 
furt, reckons rising producer 
prices (up 1.4 per cent in 
June over the previous year) 


and import prices (up 3.5 per 
cent) "will soon affect con- 
sumer prices as well”. Thus 
inflation could exceed 2 per 
cent, a level which sets off 
alarm bells, at the central 
bank, in the autumn. 

This concern Is certainly 
shared by Mr Otcnar Issing, 
a senior director of the 
Bundesbank. He has warned 
about price trends, saying in 
a weekend Interview these 
were clearly moving “in the 
wrong direction’'. 

He told BGrsenzeitung, a 
financial daily, that mone- 
tary conditions had eased 
markedly as a result of the 
D-Mark’s decline. While not 
indicating when rates might 
rise, he made clear the bank 
would not be held back by 


the approach of the single 
currency or the state of the 


economy. 

In fact, Mr Issing 
suggested the opposite. 
Action now against inflation 
could help bolster the euro, 
due to be introduced in 1999. 
“The European central bank 
will have to pick up the 
pieces, if we make mistakes 
today in our stability-ori- 
ented policies." 

He also overrode fears that 
even min or rate rises could 
unsettle economic recovery 
by saying high unemploy- 
ment was largely a struc- 
tural problem. As for the 
growth outlook, he saw signs 
that domestic demand was 
picking up to accompany the 
boom in exports. 


Some economists fed Mr 
Issing is over-emphasising 
the inflation demon. Mar- 
ginal rate rises would do 
little to bring down the US 
currency, says Mr ..Stefan 
Schneider of Paribas Capital 
Markets. r 

“It should stay , calm and 
accept a temporary .over- 
shooting of thedoHar". 

Some of Mr Issiug’s col- 
leagues agree. Mr Ernst Wd- 
teke, head of the regional 
central bank of the state of 
Hesse and a Bundesbank 
council member, says a rise 
in rates would not be advis- 
able with the jobless rate so 
high. But Mr Issing is not 
easily dissuaded. If rates do 
not change this week, a rise 
is on the cards soon. 


Waigel wants payments cut 


Prodi reminder of Italy’s claim 


Mr Theo Waigel. the German finance 
minis ter, has served notice that Germany 
will seek a sharp reduction in payments to 
the European Union and warned fellow 
member states of the consequences of unfair 
“tax dumping" policies, Frederick StUde- 
mann writes from Berlin. 

In a further sign of German reluctance to 
be the paymaster of Europe, Mr Waigel said 
it was no longer tenable that “one state. 
Germany, paid for more than 60 per cent of 
EU expenditure". Since unification. Ger- 
many had to be assessed according to new 
criteria of wealth, he told Spiegel magazi n e. 

Rather than pay 0.6 per cent of gross 


domestic product as at present, Mr Waigel 
said Germany should pay at most 0.4 per 
cent The reduction would represent a sav- 
ing of DM6bn-DM7bn ($3.2bn-$3.8bn). 

Mr Weigel's comments, which were reiter- 
ated in a television interview, follow propos- 
als last month from the European Commis- 
sion that the existing co nt ri bu t i on structure 
for the finan cing of the _EU be maintained 
while at the same time the Union press 
ahead with eastward expansion. 

In particular, the finance minister took issue 
with member states that had low tax policies 
aimed at sucking corporate and private capi- 
tal out of Germany. 


Mr Romano Prodi, Italy's prime minister, 
called on Germany to respect Italy’s claim 
to be a founder member of European mone- 
tary union and proposed that the head of 
the Bundesbank become the first president 
of the European central bank in order to 
ease German doubts, Andrew Fisher writes. 
He also expressed concern about Germany's 
current political problems, saying: *T am 
frightened of a Germany that is frightened.” 
He did not refer to the government’s failure 
to push through tax reforms, but said he 
wanted Germany to show its political 
strength again. “1 do not like Germany in 
its present paralysed state.” 


Mr Prodi made his suggestion that Mr 
Hans Tietmeyer, head of the Bundesbank, 
should lead the ECB in order to reinforce 
his desire that German doubts about Italy’s 
membership of Emu “do not turn into preju- 
dices”. Mr Prodi said Italy would support 
Mr Tietmeyer’s candidacy because it wanted 
Germany to have no worries about the pro- 
cess of European integration. “It Is clear to 
me that the Germans, just like the Italians, 
have a right to be reassured.” 

Mr Tietmeyer has endorsed Mr Wim Duis- 
enberg, president of the European Monetary 
Institute - the ECB’s forerunno* - as head 
of the planned central bank. 


Swiss trains running out of steam 


150 years old, 
much loved, but 
a ‘real burden’ 
on public 
finances, reports 
William HaU 


I t has been called the best 
railway system in the 
world. Nowhere in 
Europe, and possibly 
nowhere in the world, are 
trains more frequently and 
widely used. Half of all 
adults cany a railcard and a 

milli on a day take the tr ain 
Almost 40 per cent of goods 
traffic goes by raiL 
The Swiss love the railway 
- and know the way to run 
one. 

Far from being tr imm ed as 
In other countries, the coun- 
try’s dense rail network has 
marginally increased in size 
over thd last -30 years and 
several rail tunnels are still 
being built to reduce journey 
times. 

So there was a lot of heart- 
felt celebration over the 
weekend when festivities 
were held to mark 150 years 
of. rail, in -Switzerland. ■ 

• But the anniversary also 
provided the opportunity for 
some reflection. The publicly 
owned system is facing 
increasing public pressure to 
privatise parts of its busi- 
ness after losses of more 
than SFrlbn t$660bn) 
(£400 bn> over the last five 
years and a steady decline in 
its goods traffic. 



Swiss train in the Alps: the “world's best railway system" is struggling 


The recent suicide of Mr 
Jean-Pierre Kftlin, the per- 
sonnel chief of the Swiss 
Federal Railways (SBB). and 
the repeated breakdowns of 
the Pendolino, the SBB's 
new high-speed train linking 
Zurich to Milan, have high- 
lighted the pressures facing 
the management to cut costs 
while maintaining time- 
keeping and reliability. 

Since 1992 the SBB's reve- 
nues from goods traffic have 
fallen by 30 per cent because 
of competition from road 
traffic and another third of 
its SFr933m goods revenues 
could be threatened if Swit- 
zerland bowed to European - 
Union pressure and lifted its 
ban on 40-tonne lorries cross- 
ing its soil. 

Meanwhile, passenger traf- 
fic has stopped growing and 
although the SBB'S animal 
loss has been cut from 
SFr496m in 1995 to an esti- 
mated SFrl53m In 1997. the 
Swiss government is keen to 
make further cuts in an 
annual subsidy which has 


risen from nil in 1970 to 
SFr2.4bn in the current year. 

The SBB has cut its work- 
force from 39.000 to 31,600 
since the start of the decade, 
but Sonntags Zeitung. a lead- 
ing Swiss newspaper, 
reported yesterday that it 
was considering shedding 
12,000 more jobs by spinning 
off non -core businesses. 


M r Jules Kyburz. the 
SBB chairman 
who also heads 
MIgros. Switzerland's biggest 
supermarket chain, said 
Switzerland's railways had 
become a “real financial bur- 
den" for Switzerland's public 
finances. • 

“Productivity must be 
increased further. Customer 
needs are clamouring for 
attention... we are still too 
much of an administration 
and not enough of an enter- 
prise.” he said. 

Mr Benedikt Weibel. SBB's 
chief executive, says that in 
a hundred years Switzer- 
land’s 5,000km rail network 


might be a “bit smaller” 
than today, but he intended 
to fight to keep It together as 
far as possible. However, he 
accepts that some Form of 
privatisation is inevitable 
because the government can 
no longer afford the finan- 
cial burden of running “the 
best railway system in the 
world”, ranked as such by 
the World Competitiveness 
report of the International 
institute for Management 
Development 

Internationally, the SBB's 
near monopoly on goods 
traffic will come under stiff 
competition as a result of 
the move to unrestricted net- 
work access. Two thirds of 
its goods tonnage and half 
its receipts already come 
from cross-border traffic and 
the proportion is set to 
increase substantially, 
because the Swiss passed a 
referendum in 1994 requiring 
trans- Alpine goods traffic to 
be transferred to rail by the 
year 2004. 

The SBB is in a difficult 


position, as the majority of 
the shippers which use its 
network are located in coun- 
tries outside Switzerland. Mr 
Weibel believes there is no 
future for a stand-alone 
national freight business. 
European freight transport 
Is increasingly dominated by 
international companies and 
the SBB will need to form 
.more alliances similar to last 
week's new joint venture 
between the SBB and Fer- 
rovie dello Stato, the Italian 
state railway, which will 
handle freight transport 
between the two countries. 

The pressures have also 
started to reawaken long- 
dormant union militancy. Mr 
Ernst Leuenberger. a Swiss 
MP and president of the 
Swiss railway and traffic 
workers' union, recalled that 
1997 was not only the 150th 
anniversary of the first 
Swiss railway but also the 
100th anniversary of the 
strike on the Northeast rail- 
way which helped precipi- 
tate raiiway nationalisation. 


US envoy hints at force over Karadzic 


By Bruce dark 
in Washington 


The western nations with 
troops in Bosnia face some 
hard military choices, fol- 
lowing a US diplomatic mis- 
sion at the weekend which 
made clear the difficulty of 
getting suspected war crimi- 
nals to trial by any means 
except force. 

Mr Richard Holbrooke, the 
architect of the Dayton 
peace plan, won a promise 
from a leading Bosnian Serb 
politician that Mr Radovan 
Karadzic, the power-broker 
who heads the list of sus- 
pects, would be banished 
from political life. 


But Mr Holbrooke 
described the promise as 
inadequate, and hinted 
strongly that the option of 
using force to capture Mr 
Karadzic and send him for 
trial at the Hague still 
existed. 

“Are we satisfied? Of 
course not. There has been 
no change in the American 
position - indicted war crim- 
inals must be brought to jus- 
tice,” said the US envoy 
after meeting Mr Momcilo 
Krajisnik, the Serb represen- 
tative in Bosnia’s collective 
presidency. 

Last week's US diplomacy 
also led to some reinforce- 
ment of the position of Mrs 


Bfijana Plavsic, the Bosnian 
Serb politician to whom 
western nations are lending 
tactical support in the Serb 
community's internal power 
struggle. 

Serb-controlled towns 
which are co-operating with 
her policy and making some 
effort to implement the Day- 
ton peace deal will receive 
credits of SlOm. 

In another change of pol- 
icy. it was announced that 
the US-led peacekeeping 
force would take a tougher 
line with the local paramili- 
tary forces that have been 
obstructing efforts to resettle 
refugees. 

But US and west Euro- 


peans will still require steely 
nerves if they are to carry 
out their implied threat of 
using force to arrest Mr 
Karadzic and possibly other 
wanted Serb figures, such as 
General Ratko Mladic, the 
former Bosnian Serb mili- 
tary commander. For one 
thing. Mr Karadzic is 
guarded by more than 1. 000 
of the paramilitary forces 
which were the subject of 
last week's warning. For 
another, a western com- 
mando operation would 
almost certainly cause a 
backlash among the entire 
Serb community and under- 
mine Mrs Plavsic. 

The arrest of one war 


crimes suspect and the kill- 
ing of another by British 
troops in Prijedor last month 
has already triggered a cam- 
paign of harassment and 
minor attacks against Na to- 
led forces. 

Any operation to capture 
Mr Karadzic would require 
the co-operation of France, 
which patrols the sector of 
Bosnia where he is holed up. 
It might also require the 
tacit approval of Yugoslav- 
ia's President Slobodan Mil- 
osevic, who is often sus- 
pected of fearing a Karadzic 
trial In case details of his 
own complicity in the 1992-95 
Bosnian conflict were 
brought to light. 
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Eta exiles handed over to Spain 


Madrid closes channel of communication with Basques 


By David White in Madrid 


The Spanish government has 
wound up its main channel 
of communication with the 
Basque terrorist organisa- 
tion Eta by persuading the 
Dominican Republic to hand 
over members of an Eta 
negotiating team to face 
trial. 

Mr Eugenio Etxebeste. 
known as Antxon, a former 
number two in the organisa- 
tion, was flown back to 
Spain by air force jet on Sat- 
urday with two other Eta 
exiles and taken into cus- 
tody. 

His presence under sur- 
veillance in the Dominican 
Republic had provided a 
c hannel for contact with the 
clandestine Eta leadership 
based in France. 


The move was seen as a 
demonstration of Madrid's 
tough line towards Basque 
extremists after the public 
outcry last month over the 
murder of a local conserva- 
tive councillor. Miguel Angel 
Blanco. The government has 
ruled out negotiations and 
sought to isolate Eta's politi- 
cal supporters. 

Mr Etxebeste. who repre- 
sented Eta in the last talks 
with Spanish officials in 
Algeria in the late 1980s, was 
regarded as the most 
approachable partner in the 
event of a new peace initia- 
tive. In the absence of a sin- 
gle charismatic political fig- 
urehead, he has been one of 
the few “historical" figures 
to carry weight in the sepa- 
ratist organisation. But in 
recent years his influence 


with Eta's current hardline 
leaders has been called Into 
question. 

Mr Jaime Mayor Oreja. 
interior minister, said the 
hopes placed on contacts 
through Mr Etxebeste had 
proved “completely useless 
and sterile". He denied that 
bringing him back to face 
Spanish justice implied a 
‘"hardening" of the govern- 
ment's policy. 

But a spokesman for the 

moderate Basque Nationalist 
party described the move as 
"a symptom of inflexibility”, 

Mr Etxebeste and the 
other two men were sent to 
the Dominican Republic 
after the collapse of peace 
talks in 1989. The cost of 
keeping them there has 
since been borne by the 
Spanish authorities. The 


decision to hand them back 
to Spain was the result of 
pressure over the past year, 
including personal requests 
from Mr Jos& Maria Aznar. 
the Spanish prime minister, 
to Mr Leonel Fern&ndez. the 
Dominican president. 


Mr Mayor Oreja said the 
expulsions put an end to “an 
anomalous and exceptional 
situation". Two other Eta 
deportees remain in the 
Dominican Republic. 


The move sparked a 
renewed Dare-up of violent 
incidents in the Basque 
region, including the burn- 
ing of cars. Earlier, a bomb 
exploded at a police barracks 
near the Spanish-French bor- 
der and another was defused 
on a railway line In eastern 
Spain. 



EU firm 
on beef 
safety 
rules 


By Neil Buckley in Brussels 


The European Union Is 
ruling out rapid action to 
amend new meat safety 
rules which could threaten 
billions of dollars of exports 
from non-EU countries to 
Europe unless those coun- 
tries adopt similar rules. 

The European Commis- 
sion, the EU executive, 
insists the roles will not be 
changed before a meeting of 
EU scientific experts on Sep- 
tember 8, In spite of intense 
pressure from the US. 

The four-week delay is a 
blow to the pharmaceuticals 
and cosmetics industries, 
which say the rules could 
leave them with shortages trf 
tallow, or awhnai fat, whose 
derivatives are a critical 
ingredient In products from 
pills to lipsticks. 

The rules, adopted by 
Brussels on July 30 to come 
into force in January, are 
part of the EU’s effort to con- 
trol “mad cow" disease 
(bovine sp ongi form encepha- 
lopathy). 

They ban materials most 
at risk of carrying BSE - 
mainly cattle and sheep 
brains and spinal cords - 
from use for any purpose, 
Including manufacturing gel- 
atine or tallow. 

But industrial users of tal- 
low derivatives are already 
buying supplies for use in 
products to be marketed 
next year, after the rules 
come into force, and tallow 
made without the materials 
banned by Brussels is not 
yet available. 

The US, meanwhile, is 
angry that SI 00m of tallow 
exports - and potentially bil- 
lions more of products con- 
taining tallow derivatives - 


could be blocked unless it 
brings its slaughterhouse 
rules in line with Europe's, 
or introduces certificates 
stating products were made 
without the banned materi- 
als. 

Claiming to be BSE-free, 
the US says the measures 
are unscientific and would 
impose unjustified costs on 
its meat industry, against 
World Trade Organisation 
rules. 

Brussels counters that 
consumers must be pro- 
tected from, even the slight- 
est BSE risk, and that the 
measures require limited 
changes to slaughterhouse 
practices. It says Industry 
was given adequate warning. 

The EU’s multi-disciplin- 
ary scientific committee will 
consider on September 8 a 
demand far US tallow pro- 
ducers to be exe m pted from 
the rules. 

It will also consider 
demands from several non* 
EU countries, Including the 
US, Canada and Australia, to 
be declared free of the family 
of diseases including BSE 
and scrapie in sheep. That 
could lead to exemption 
from the EU exemptions. 

But EU officials have 
warned privately that the 
standards required for being 
declared free of the diseases 
are so high that few coun- 
tries will meet them. 

The US has indicated it 
will complain to the WTO - 
and may take, other retalia- 
tory action — unless the 
issue Is resolved swiftly. 


INTERNATIONAL NEWS DIGEST .. 




to begin today 


The leaders of the Greek and Turkish communities on 
Cyprus start a second round of direct talks today in 
Montreux, Switzerland, on reuni t ing the Island as a 
bi-zonal federation. After last month’s UN-sponsored : 
meetings in New York. Mr Glafiras Clarities,, the Cyprus 
president, and Mr Rauf Denktash. the Turitish-Cypriot 
leader, will discuss a draft agreement thatwould give .. 
autonomy to the Greek and Turkish zoneshut would ban 
annexation by their respective motherlands. . 

UN officials hope the two leaders will this week make 
formal commitment to a settlement that would end 
partition of the Island following a Greek coup and 
Turkish invasion in 1974 This would lead to intensive 
negotiations next year, when the EU is due to start 
accession talks with Cyprus. 

Mr derides has tried to play down the significance of 
last week’s agreement between Turkey and the 
Tmklfih-Cypriot government to integrate economicand 
defence policies more closely. But Greece protested that 
the accord undermined last month's joint- declaration in 
Madrid by Mr Costas Stands. Greek premier, and Mr - 
Suleyman Demirel. Turkish presiden t , to improve 
bilateral relations. Kerin Hope. Athens 


SPANISH ECONOMY 


Growth accelerates further 


Spain's economy continued to strengthen in the second 
quarter with growth of around 3 per centfrom the same 
period last year, according to the latest eamaanc report 
by the Bank of Spain. r 

The estimated growth rate, up from 2L9 per cent In the 
previous quarter and 2.6 per cent in the last three mantis 
of 1996, meets the initial target set by the centre-right ~ * 
government for the whole of this year. This target, which 
most experts regarded at first to be optimistic. Is now 
widely expected to be exceeded. The government hopes 
growth will accelerate farther to 3£ per cent next year. 

The independent central bank said growth' was now 
coming mainly from the domes tic economy, with a, 
pick-up in consumer demand, while exports remained, 
dynamic, gaining an extra competitive edge from the high 
rate of the US dollar. Households and companies were 
both showing increased confidence. David White, Madrid 


CURRENCY MOVE 


China clings to gold reserves 


China has vowed not to sell down its gold reserves, saying 
substantial holding s are required to preserve a stable 
currency. “China is a developing country, so It must keep 
a stable gold reserve for emergency use,” said an official 
of the People's Bank of China (central bank}. 

China Is anxious to avoid the currency taxability 
which has plagued other Aslan countries recently arid has 
made stability of the Chinese yuan a prio ri ty. 

The official China Daily Business Weekly quoted the 
PBOC as saying China would not follow Europe and . 
Australia by dumping gold. 

China’s gold reserves stand at 394 tonnes. Foreign debt 
is about $ll0bn, with principal and interest payments 
peaking at about $20bn over the next several years. 

China is a large gold producer with production expected 
to rise by about 10 per cent this year to 130 tonnes; but 
demand exceeds supply. Tony Walker. Beijing 


VIETNAM FORECAST 


Trade deficit to fall 


Vietnam yesterday estimated that its trade deficit would’ 
fall to $3.3bn by the end of tins year from a record $4hn in 
1996. 

Hanoi rarely makes forecasts so far in advance but the 
announcement by the nfflrfal Vietnam News Agency 
reflects concern that Vietnam needs to be seen to be 
tackling the country's most pressing economic problem 
more aggressively. 

Exports were forecast to climb 28 per cent to W-Zbri.' 
with imports growing 14 per cent to $12.7bn. 

The report said the government would focus on 
boosting exports of key exports such as rice, coffee and 
seafood, but did not address how its forecasts could be 
affected by fluctuations in global commodity prices. ; 

Vietnam cut its trade gap by 37 per cent in the first 
seven months of this year compared to the same period 
last year. That was achieved by a combination of 
sweeping import tarns and a modest rise in exports,. , . 
particularly of textil e s. Jeremy Grant, Hanoi 


IRAN APPOINTMENT 


Job for Islamic radical 


Iran's new president, moderate cleric Mohammad 
Khatami, named a leading Islamic radical and key ally 


yesterday to head the presidential office, the official IRNA 
news agency reported. ' T.. 

Mr Mohammad-Ali Abtahi worked as director for. . ; 
international affairs when Mr Khatami beaded the culture 
ministry from 1982 and 1992. Before that he -was in change 
of programming for Iranians abroad at state radia He 
supports Mr Khatami’s call for social and economm 
reforms. • 

Mr Abtahi, who is close to the family of the late Iranian 
leader Ayatollah Khomeini, has been respOnsfofe ance 
1992 for issuing Invitations to foragn dignhariestb attend 
the annual ceremonies marking the 1989 death of the' 
founder of the Islamic republic. Lake Mr Kbatanh, fie is a 
member of the Association of Religious Combatants: a 
leading Islamic radical group. AFP, Tehran 


VISIT TO TOKYO 


. V- V ?• 


Thais seek $10bn credit . 


Mr Thanong Bidaya, the Thai finance mtaister. lrftfor 
Tokyo yesterday, saying he needed at least in' 
standby credit from the IMF and other lenders to aaselhe 
country's financial crisis. , 

A finance ministry official said the International . ,VX7> . 
Monetary Fund board was likely fo ronsiderlhe ThaT : .^ 
package on August 21 after discussions amangjfoBar „ :>■ 
countries and institutions at a txm fe rence tod^ in 
Thailand is seeking both technical andfinandaf ' 
support from the IMF to rescue the eewrattyfrOT 
economic crisis. : j 


SAUDI. HEARING 


British nurses’ trial' ad|otiKBed 


The trial of two British 

Australian colleague was __ . . 

udge could consider new evldmce.'tb^-fawyem^aid- 



presented . 

victim’s mothoriadedsloti 

the two women receive. 


k two wumeareceivn.. . •. ^ . •/. W ■ 

Ms Deborah Parry and Ms LucmeM cl i m c ftl aa are on . 
trial for the murder of 55-yearold VVotiw •• f . . 

Under Saudi Arabia's Ifflan^ 


capital punishment. ...... 

Mrs Murid Gilfoni the 64 -year-pW in< 
murdered nisse;' 

brother, Mr Frank w e**" j_. 

penalty on bar behalf as wellas ins own tm'fw 
that he has power of attorney. APtShi^r> A 
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NEWS: INTERNATIONAL 


Stand-off continues as Ross visits Mideast 


By Avf MachfitlnJerosalem 


Israel and the Palestinians 
continued - to trad* accuse 
dons yesterday, even as Mr 
Dennis Boas^ the US Middle 
East peace envoy, began 
shuttling; between their lead- 
ers in an attempt to bufld 
pnnfirifmrp an d restart pfiBCg 
ta»r*t : 

As the US mission began. 
pro-Iranlaa HUboZlah guer- 
rillas killed an Israeli SokSer 
m south Lebanon. in a fur- 
ther escalation of host- 
ilities in Israel's self- 


' declared security zone. 

Mr David Bar-IUan, chief 
■spokesman for Mr Benjamin 
-Netanyahu, Israel's prime 
minister, said the sole pur- 
pose of the US mission was 
"to persuade the Palestinian 
Authority that it must fight 
terrorism*'. 

After meeting Mr Netan- 
yahu, the US envoy said be 
would focus on restoring 
security co-operation 
between the two sides, 
which has been severed 
since two suicide bombers 
killed 13 Israelis in 


Jerusalem 12 days ago. 

But Mr Ross also said 
there was “a political dimen- 
sion that has to be 
addressed," - a subtle refer- 
ence to Israeli settlement 
activities in occupied areas 
of the West Bank and East 
Jerusalem. 

Palestinians say that 
Israel's settlement policies 
are at the root of the current 
crisis. 

Mr Yassir Abd Rabbo. Pal- 
estinian information minis- 
ter. said that if security was 
the only issue on the agenda 


“we are not going to discuss 
anything at all". 

Mr Martin Kramer, profes- 
sor or Middle Eastern studies 
at Tel Aviv University, said 
any concessions Mr Ross 
might secure would most 
likely not be announced 
until Mrs Madeleine 
Albright. US secretary of 
state, arrived in the region 
later this month. Mrs 
Albright has said she would 
visit the region if Mr Ross 
made progress in his mis- 
sion. 

In spite of Mr Ross’s best 


efforts, the hostilities contin- 
ued yesterday with Mr 
Netanyahu and Mr Yassir 
Arafat, the president of the 
Palestinian Authority, both 
focusing on the identity of 
the Jerusalem bombers. 

Mr Netanyahu said Israel 
bad a “growing indication" 
tha t Hamas was behind the 
attack, referring to the mili- 
tant Palestinian Islamist 
group which has carried out 
suicide bombings in the past 
in an attempt to torpedo 
peacemaking. 

But at the weekend. Mr 


Arafat said senior Israeli 
officers told him Hizbollah 
had probably sent the bomb- 
ers from abroad. 

Hizbollah rejected Mr Ara- 
fat’s "false accusation" in a 
statement 

Israel yesterday lifted an 
internal closure of three 
more West Bank towns, 
allowing Palestinians from a 
total of five towns to travel 
within the West Bank, 
but not to enter Israel 
where thousands are 
employed. 

Meanwhile, a committee 


monitoring a ceasefire 
between Israel and Hizbollah 
convened to discuss Leban- 
ese and Israeli complaints of 
violations of the truce. 

The committee includes 
representatives from Israel, 
Lebanon, France, Syria and 
the US. 

Fifteen people have been 
killed in recent fighting in 
and around Israel's self- 
declared "security zone 
in southern Lebanon, includ- 
ing six Hizbollah members 
and seven Lebanese civil 
ians. 


Cabinet set to approve deficit-cutting budget 


By Avl Mactthi in Jerusalem 


The Israel! cabinet is today 
expected to approve budget pro- 
posals for 1998, aimed at reduc- 
ing the budget deficit from 2JS 
per cent of gross domestic prod- 
uct as targeted this year to 2.4 
per cent of GDP next year. 

Mr Ya'acov Ne'eman, newly 
appointed minister, said 

he hoped the government would 
today approve the budget propos- 
als along with a plan to revive 
economic growth. Mr Benjamin 
Netanyahu, prime minister, is 
backing the cats and budget 


reforms. If approved today, the 
budget will be presented for its 
first of three readings in the 
Knesset [parliament] on October 

JML 

Economists said winning 
approval of the 1998 budget was 
the first big test facing Mr Ne'e- 
man since Us appointment last 
month. Mr Ne'eman was an exter- 
nal appointment with no formal 
political affiliation. In contrast to 
most Israeli ministers who are 
also elected MPs. It remains 
to be seen whether his lack 
of political bwfirfng will be a boon 
or a burden as he attempts 


to push the budget throngh. 

The 1998 proposed budget of 
Shkl64.4bn ($46.5bn) includes a 
ent of Shk2.3bn. Israel's 1997 
budget was cut by Sbk7.2ba. A 
further cut of Shk600m for 1997 
to allow the government to reach 
its deficit target, was withdrawn 
yesterday by Mr Ne'eman from 
the Knesset finance committee. 
Officials said he planned to re-in- 
troduce these cuts at a later date. 

Analysts say the strongest 
objection to proposed budget cuts 
was likely to come from Mr David 
Levy, the foreign minister. Mr 
Levy's Gesfaer party, based on a 


social-welfare platform, squeezed 
Mr Netanyahu for costly conces- 
sions in return for support in last 
year's budget cuts. 

Finance ministry officials said 
economic policy for 1998 is aimed 
at reviving growth after a slug- 
gish 1997. Gross domestic product 
is expected to grow by 2.5 per 
cent this year, down from earlier 
forecasts of 4 per cent Unemploy- 
ment has risen from 6.6 per cent 
one year ago to 7.7 per ceot 
today. 

Treasury forecasts put growth 
in 1998 at 3 to 3.5 per cent The 
proposed inflation target for next 


year is 7 to 10 per cent Inflation 
is expected to close in on 10 per 
cent this year, the government's 
upper target 

The Treasury added its long 
term goal is to return the Israeli 
economy to 5 per cent annual 
growth. Israel’s economy grew at 
about 6 per cent a year between 
1990 and 1995, on a wave of 
immigration and progress in the 
peace process. 

The government is also set to 
debate a series of proposals for 
structural reforms aimed at liber- 
alising the economy and increas- 
ing competition In several sec- 


tors. The recommendations bear 
striking resemblance to a similar 
set of yet to be implemented pro- 
posals unveiled seven months 
ago. 

The Histadrnt, Israel's powerful 
trade union federation, has 
threatened to call a nationwide 
strike if the government carries 
out these proposals. Mr Daniel 
Doron, a leading Israeli econo- 
mist, said the proposals for struc- 
tural reform were “a slightly 
Improved version of the earlier 
package. But because it has not 
first been sold to the public, they 
may go unixn piemen ted n . 


Hopes of 
accord 
dashed 
at UPS 


By Tracy Corrigan 
In New York 


The US labour dispute at 
United Parcel Service deep- 
ened at the weekend, as 
talks focusing on part-time, 
work and pension arrange- 
ments were broken off. 

The UPS management said 
yesterday that it ended talks 
with the International 
Brotherhood of Teamsters, 
which represents almost all 
UPS employees, on Saturday 
afternoon when tt became 
apparent no agreement 
could be reached. This 
dashed hopes (hat the week- 
old stoppage by 185,000 
drivers, sorters and loaders, 
which has brought the busi- 
ness almost to a standstill, 
could be ended swiftly. . 

UPS said that “the 
demands of the union would 
have made it Impossible for 
UPS to serve its customers 
and remain competitive”. 
Despite increased competi- 
tion, particularly from Fed- 
eral Express. UPS Is still the 
largest parcel delivery busi- 
ness in the US. handling 
12m packages a day. 

The Teamsters union 
wants UPS to offer more 
full-time jobs to its work- 
force. Of 46.000 Jobs created 
in the last five years, 38,000 
have been less well paid 
part-time jobs. The company 
said part-time workers 
earned around. $11 an hour 
and some 60,000 part-time 
workers earned more than 
S16.000 a year. 

The union also opposes a 
company proposal to set up 
a new pension, fund. Under 
management proposals, 
extra investment income 
from pension funds would 
go to the company, accord- 
ing to the union. UPS said 
its proposal would increase 
monthly benefits by an aver- 
age of 50 per cent. 

Yesterday, both sides 
appeared prepared for a 
long fight 


US on world mission to 
win UN reform converts 


By Bruce Clark 
in Washington 


M r Bill Richardson, the US 
ambassador to tbe UN, 
leaves today on a whirl- 
wind global tour that will test his 
reputation as a versatile extrovert 
who can win concessions from the 
most recalcitrant partners. 

The politician, whose work as a 
Democratic congressman included 
trouble-shooting missions to North 
Korea, Iraq, Angola and Sudan, 
will be explaining a UN reform 
plan which he has negotiated with 
Congress, and will he looking for 
other countries to share the tab. 

Another aim of his trip - which 
takes in Tokyo. Beijing, half a 
dozen former Soviet republics and 
Paris - is to discuss an historic 
re-division of global diplomatic 
labour; the broadening of the UN 
Security Council to Include Japan, 
Germany and three developing 
nations. 

The visit to Tokyo, in particular, 
reflects ah important but’ little 
noticed development US acknowl- 
edgement that Japan is not merely 
an economic superpower, but a val- 
ued partner in humanitarian chal- 
lenges. from peacekeeping to 
health to African development 
Mr Richardson will be explain- 
ing, not without a trace of embar- 
rassment. a plan imposed by Con- 
gress to repay most US debts to the 
UN over three years, subject to rad- 
ical reforms in the world body. 

Some of the terms attached to 
this $819m repayment are so tough 
that the US administration is still 
trying to water them down. 

However, there is one demand on 
which an US players seem agreed: 
the need to cut Washington's share 
of the UN budget (now 25 per cent, 
or 31 per cent for peacekeeping] by 
five percentage points. 

This marks a clear change from 
the days of the Reagan adminis- 
tration which rejected proposals 
for a reduction in US contribu- 
tions, for fear that Washington’s 
say in UN affairs would be diluted. 

. One of Mr Richardson’s problems 
is the reluctance of the Republican- 
led Congress to accept the notion 
that a cut in US contributions 
might imply a reduction in US dip- 
lomatic clout. As they see things, 
the US can and should push the 



UN secretary-general Kofi Annan (left), flanked by President Bfl] 

Clinton, giving his backing for the US reform plan in January ocmm- 


balance of power In global diplo- 
macy in just the opposite direction: 
more US Influence, and less US 
outlay in money and troops. 

Senator Jesse Helms, the arch- 
conservative who has led denuncia- 
tions of the UN on Capitol HilX is 
already upset that Mr Richardson 
unveiled his Security Council 
enlargement plan without consult- 
ing him. A hard-won compromise 
which opened the way for US 
repayments had not even been 
passed into law. Final drafts have 
stalled over House demands for 
tougher limits on aid that could 
facilitate abortion. 

Senator Helms and his support- 
ers remain so suspicious of interna- 
tional institutions of any kind that 
Mr Richardson’s room for manoeu- 
vre Is severely limited. 

The US political right views the 
UN as an unaccountable bureau- 
cracy dominated by developing 
countries whose representatives 
use US taxpayers' money to further 
their own Interests and engage in 
anti-American rhetoric. 

As Mr Richardson may find, 
many other countries have just the 
opposite image: they deplore Amer- 
ica's Insistence on dictating terms 


to the world body when the Euro- 
peans and Japanese are having to 
plug the hole left by unpaid US 
dues. 

But in treading the tightrope 
between sceptical constituents at 
home and resentful partners 
abroad, the ambassador can take 
comfort from at least one helpful 
circumstance. 

The Helms camp reserves great 
contempt for the global behaviour 
of west European states, and their 
mercantilist relations with US 
adversaries such as Iran and Cuba. 
But because the phenomenon is so 
new, they have yet to formulate a 
position on Japan’s emergence as a 
player in development issues. 

European aid to Africa - seen as 
a handout to corrupt clients, 
designed to maintain access to raw 
materials in former colonies - is 
another bugbear for the US right, 
which has steadily trimmed the US 
aid budget and Insisted that US 
policies in Africa should focus on 
trade and investment. 

But US-Japanese co-operation in 
Africa and other parts of the devel- 
oping world may turn out to be 
more acceptable, if only because 
nobody has thought much about it 


Washington uses 
its muscle on 
phone call costs 


By Bruce Clark in Washington and 
Mark Nicholson in Delhi 


The US administration has brought 
to the field of telecoms an 
approach that its Republican crit- 
ics would like to see across a whole 
range of global negotiations: it has 
withdrawn from slow-moving 
efforts to forge a consensus and 
announced a policy of its own. 
which other countries can take or 
leave. 

"To those countries who feared a 
reduction in the price of telephone 
calls, I say fear no more - it’s guar- 
anteed to happen," said Mr Reed 
Hundt, the chairman of the US 
Federal Communications Commis- 
sion as he unveiled the new policy. 

In a move that will cause wide- 
spread dismay among countries 
that rely on revenue from interna- 
tional telephone calls, the FCC will 
introduce over five years a system 
of limits on the amount US carriers 
can pay foreign partners. 

Cable and Wireless, the UK-based 
telecoms group, said the US move 
“risks undermining the very exis- 
tence of international telecoms ser- 
vices", and warned it would con- 
sider a legal challenge. 

It argues that, by taking unilat- 
eral action, the US may put tele- 
coms authorities in other countries 
on the defensive and less likely to 
compromise. 

But US experts are quietly confi- 
dent their country will get its way 
in the event of a showdown. 

The insistence of many countries 
on over-charging for international 
calls is already being undermined 
by two developments: call-back ser- 
vices and Internet telephony. 

To use a call-back service, a cus- 
tomer dials a switching centre 
overseas and hangs up after a few 
rings. The centre then calls back 
and asks the user to dial the 
desired number - while for b illing 
purposes, the call “originates" in 
the switching centre- 

The technology needed to make 
voice signals Internet-compatible is 
still being refined. But several com- 
panies in Israel offer this service, 
and it is being pioneered on the US 
to Colombia route. 


These developments have led 
telecoms authorities in many coun- 
tries to conclude that the days of 
easy profits from International 
business may be numbered. But 
they would still prefer a multilat- 
eral approach to US strong-arm 
tactics. 

Officials in India, one of the 
sharpest critic of US policy, said 
the FCC proposals had come as no 
surprise. “It’s not unexpected, 
we've already been working on it," 
said Mr BK Syngal, chairman and 
managing director of VSNL, the 
state company which holds a 
monopoly on India’s international 
telecoms traffic. 

India was last year the third big- 
gest recipient of repayments from 
US carriers after Mexico and 
China, receiving just over $200m. 
But Mr Syngal said the Indian 
operator had already anticipated 
lower settlement payments in bud- 
geting for the next five years. 
“We’ve already factored in a 10 per 
cent decline in tbe accounting rate 
four to five years down the road," 
he said. 

The FCC has promised US con- 
sumers an 80 per cent cut in inter- 
national rates over the next five 
years, and a recurring annual gain 
of $3bn. 

The chief issue for India, Mr Syn- 
gal said, was the rate of cuts in 
settlement charges rather than the 
degree. 

“We will work out an acceptable 
formula. But we’ve got to work out 
the decline, the slope." 

The main US long-distance carri- 
ers welcomed the FCC’s action. Mr 
Rick Bailey, vice-president for fed- 
eral government aff airs at AT&T, 
described the move as an "impor- 
tant and significant milestone” 
towards the goal of lowering rates 
paid by US carriers to non-US tele- 
phone companies. 

“By affirming its earlier pro- 
posed benchmark rates, as well as 
laying out enforcement standards 
that would help US carriers 
achieve those lower rates, the com- 
mission's action will stimulate 
competition." he claimed. 

Additional reporting by Nikki 
Tail m Chicago 


Push for 
cut in 
Japan’s 
corporate 
tax rate 


By GHBan Tett m Tokyo 


The Japanese government 
and senior politicians are 
pushing to cut the rate of 
corporate tax next year in an 
effort to make businesses 
more competitive, it has 
emerged. 

The Ministry of Finance 
has proposed reducing the 
national tax rate from 37.5 
per cent towards 35 per cent. 

However, the ministry is 
demanding that the tax cut 
should be ofiSet by the aboli- 
tion of a range of other busi- 
ness tax breaks, such as 
allowances for loan losses 
and retirement allowances. 

The Japanese business fed- 
eration. the Keidanren, has 
lobbied repeatedly in recent 
years for a cut in the coun- 
try’s rate of corporate tax. 

Although the national rate 
of tax is only 37.5 per cent, 
local taxes are imposed on 
top of this, talcing the total 
tax burden to almost 50 per 
cent This is one of the high- 
est rates in the industria- 
lised world. Consequently, 
business leaders argue that 
it severely handicaps 
Japan's overall levels of 
competitiveness. 

The Keidanren wants the 
overall tax burden to fall 
towards 40 per cent. And last 
week these calls were 
backed by Mr Taku Yama- 
saki, a senior member of the 
Liberal Democratic party, 
who called for cuts in the 
corporate tax rate to 35 per 
cent - and sweeping reduc- 
tions in local taxes as welL 
But though the Japanese 
government proposed last 
year that the national corpo- 
rate tax rate be cut by 1 per 
rent in exchange for a reduc- 
tion in tax allowances, the 
plan was shelved because 
the Keidanren was strongly 
opposed to any cut in tax 
allowances. 

In public, the Keidanren is 
sticking to this stance. Mr 
Masaya Miyoshi, president of 
the Keizal Koho centre, a 
think-tank affiliated to the 
Keidanren said: “There is 
still a difference of views 
between the government and 
business. We want an over- 
all cut in the tax burden.” 
However, government offi- 
cials are increasingly confi- 
dent that an accord will be 
reached with the Keidanren. 
Some business officials have 
recently indicated they 
would accept abolition of 
some tax allowances if the 
government unveiled faster 
cuts in corporate tax. 

Negotiations will continue 
over the summer, before tbe 
government draws up its tax 
plans for the next fiscal year 
in the autumn. If a tax cut is 
agreed it will be imple- 
mented next spring. 

The discussion comes at a 
time when tax issues are 
becoming increasingly con- 
troversial in Japan because 
the country is under grow- 
ing pressure to reduce its 
overall budget deficit 

Many government officials 
- and business leaders - 
argue that the best way to 
do this would be to raise 
consumption tax again, fol- 
lowing tbe increase from 3 
per cent to 5 per cent in 
April But although Japan's 
consumption tax rate 
remains one of the lowest in 
the world, any further rise is 
considered too politically 
risky to propose at present. 


Anxieties mount for Sharif as Punjab violence flares 

Tit-for-tat killings by rival Sunni and Shia sects present Pakistan’s premier with a security challenge. Farhan Bokhan reports 


T he sight of a police- 
men staring from the 
back of a machine- 
gun mounted on top of a 
police von in the northern 
city of Lahore momentarily 
stunned Mr Tariq Saiga 1 as 
he drove to Ins office- 
For Pakistanis living in 
the troubled southern port of 
Karachi, such sights are 
common. But Mr Saigol, a 
wealthy Industrialist, is 
among a growing number of 
Pakistanis elsewhere who 
have to bear what he 
describes “as a very painful 
image" of intimidating secu- 
rity measures. 

A security alert across the 
northern province erf Punjab, 
widely known as Pakistan's 
heartland, followed a surge 
in killings of worshippers at 
mosques belonging to the 
Shia and Sunni Moslem sects 
last week. The killings have 
also triggered fresh anxieties 
over the political and eco- 
nomic outlook for the six- 
month-old government of Mr 
Nawaz Sharif, prime minis , 
ter, for whom the Punjab Is 
a vital political backyard. 


The province, home to 
almost 60 per cent of Pakis- 
tanis, gave the ruling PML 
(Pakistan Moslem League) 
its largest number of votes 
among Pakistan's four prov- 
inces in February’s elec- 
tions. Violent tit-for-tat kill- 
ings, thought to be the work 
of hardcore militants belong- 
ing to the two sects, have so 
far claimed 173 lives this 
year. That represents a 
sharp rise from the tally of 
previous years. 

The dafly newspaper -fang , 
Pakistan’s largest circula- 
tion Urdu publication, joined 
a chorus of criticism of the 
government when it 
reported a 450 per cent 
increase In sectarian killings 
during the past seven years, 
rising from Just 27 in 1990, 

The killings are also a per- 
sonal embarrassment to Mr 
Sharif, who appointed Mr 
Shehbaz Sharif, his younger 
brother, as provincial chief 
minis ter earlier this year. 

Mr Arif Nizami, editor of 
The Nation, Lahore's influ- 
ential English daily newspa- 
per says: “They {militants) 



tanis have been lured into 
fighting proxy wars." 

Some also say the latest 
killings are a reaction to the 
arrest of 46 religions 
militants in the past few 
months who are under inves- 
tigation concerning a num- 
ber of kil l i n gs in previous 
years. Others say that grow- 
ing militancy has been 
fuelled by the hundreds of 
young students from Paki- 
stani religious schools, some 
as young as 12, who have 
fought alongside the Taliban 
Islamic militia in neighbour- 
ing Afghanistan. 

Many have returned home 
with arms, ready to be 
drawn in to another holy 
cause. They are ready tar- 
gets for recruitment in reli- 
gious gangs. 


A Lahore resident fights with police after nine people were killed and many injured when 
gunmen opened fire on worshippers at a mosque 


AP 


are hitting at Nawaz Sharif s 
soft underbelly, with vio- 
lence in the Punjab where 
his brother is the chief min- 
ister." 

There is no single expla- 


nation for the sudden rise in 
violence. Many analysts 
point towards the continued 
funding from neighbouring 
Islamic countries to militant 
groups in Pakistan. 


Ms Nasim Zehra, a promi- 
nent political commentator 
wrote in The News, another 
English daily newspaper: 
"Between tbe Saudis and tbe 
Iranians, innocent Pakis- 


T he police in Karachi 
this month began 
Investigations into 
charges of kidnapping 
against an Islamic school, 
which is accused of forcibly 
sending Maroof Ahmed, 13, 
to join the Taliban. 

The case is understood to 


have prompted investiga- 
tions into charges that hun- 
dreds of teenagers at similar 
schools were sent across the 
border against their wilL 

Senior bureaucrats also 
concede that the growing 
violence is the result of 
years of official ambivalence 
over the future of hundreds 
of such schools. 

Although successive Paki- 
stani governments have spo- 
ken of ordering investiga- 
tions into their affairs, most 
schools have eventually 
retreated for fear of a strong 
backlash. 

There is, however, one 
small but immediate conso- 
lation for the prime minis- 
ter. 

In the wake of last week's 
bloodshed, the Tehrik-e-Ja- 
faria (Movement for Enforce- 
ment of Shia Law), tbe main 
Shia Moslem group, and 
Sipah-e-Sahaba t Soldiers of 
the Companions of the 
Prophet), a Sunni Moslem 
group, both assured the gov- 
ernment of their support to 
curb the violence. Senior 
officials say that the assur- 
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ance could help to isolate 
the militants from influen- 
tial clergy. 

However, the government 
still needs to curb the 
unrest That is vital for a 
prime minis ter who Is eager 
to push through his recent 
economic reforms. 

“How do we get foreign 
capital to come here," said 
Mr Saigol. 

"Tbe number one problem 
is to first get peace restored 
to the streets of Pakistan." 
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Central bank study shows distortion creates fivefold difference in economic welfare 1 UK news digest . . 

US ‘benefits more from inflation cuts’ ntA wing plea 


By Robert Chote, 

Economics Editor 

The benefits of reducing inflation 
are much smaller in Britain than 
the US, because inflation creates 
fewer distortions in the UK tax sys- 
tem, according to a study due to be 
published by the Rank of England, 
the UK central bank, this week. 

Reducing inflation by 2 percent- 
age points would raise economic 
welfare permanently in the UK by 
0.2 per cent of national income, the 
study suggests. 

This is equivalent to a one-off 
gain of about 6.5 per cent of a 
year's national income. 


The Bank's study replicates an 
analysis carried out for the US by 
Mr Martin Feldstein, president of 
the National Bureau of Economic 
Research. 

He calculated that reducing infla- 
tion by 2 percentage points in the 
US would increase welfare perma- 
nently by 1 per cent of national 
income - five times the UK figure. 

The studies examine various 
ways in which infl ation distorts 
economic decision-m aking . Most 
tax systems take away a given pro- 
portion of the cash returns that 
investors earn, which means that 
inflation increases the effective tax 
rate on their real (post-inflation) 


incomes. By reducing the real post- 
tax return savers receive, inflation 
raises the cost of consuming when 
retired and thus reduces people’s 
welfare. 

This distortion is smaller in 
Britain than the US, in part 
because capital gains tax has been 
indexed to take account of infla tion 
in the UK since 1985. 

A similar distortion arises 
because of mortgage interest tax 
relief, which causes a welfare loss 
by reducing mortgage costs and 
encouraging over-investment In 
housing. Tax relief is levied on 
cash interest payments, so the wel- 
fare loss from the subsidy 


increases with inflation. But the 
distortion is less costly than in the 
US system 

Inflation itself acts like a tax 
because it forces people to keep 
more of their wealth than they 
would like to as Interest-bearing 
savings - rather than easily acces- 1 
slble cash - in order to protect Its 
value. People have to waste time 
getting money out of the bank 
more often. 

Reducing inflation increases 
welfare by alleviating each of these 
distortions. But this also reduces 
government revenue, creating a 
financing gap which has to be 
filled by raising taxes. Reducing 


inflation also Increases the real 
cost of servicing government debt, 
which adds to the gap. 

The Bank's calculation of the net 
welfare gain assumes that if lower 
inflation reduces government 
revenue by £l ($1.63), then raising 
other taxes to mak e good the 
shortfall win result In a welfare 
loss of 40p. 

Feldstein assumes that the 
welfare loss in the US is £1.50 and 
applying this figure in the UK 
would mean that reducing inflation 
by 2 percentage points would cut 
welfare permanently by 0.34 per 
cent of national income, rather 
than increasing it 


Unions winning war of words 


T his summer has 
already seen a flurry 
of high -profile trade 
union stories - such as the 
three-day strike by British 
Airways cabin crew, which 
cost the airline £125m, 
($203. 75m) and the uproar 
which greeted a plan to 
employ rail commuters as 
part-time guards. 

Yet any diagnosis of an 
upsurge in union militancy 
seems premature. Although 
the latest figures available 
show days lost through 
industrial action nearly qua- 
drupled to 1.33m in the 12 
mouths to May, most of 
those occurred last year 
through strikes at Royal 
Mail. London Underground 
and the fire service. Acas, 
the government-funded con- 
ciliation service, says such 
figures are still "incredibly 
low” in historic terms. 

A more important contrib- 
utory factor has been tbe 
improved sophistication of 
unions' public relations 
operations. 

Sharpening up the unions' 
communications skills was 
one mi in ten tied consequence 

of Conservative legislation 
which required unions to 
ballot their members over 
industrial action and the 
election of officials. 

These trends can combine 
to startling effect It was a 
quiet Friday for news last 
month when Great Eastern 
Railways announced its plan 
to recruit commuters to act 
as guards while travelling 


Skilful PR has secured a good 
press despite summer disputes 


by train to their jobs in the 
City of London. 

The rail operator was 
clearly unprepared for the 
ensuing media circus, as 
television crews and report- 
ers descended on London’s 
Liverpool Street station. The 
company was initially 
unable to answer questions 
such as whether these "com- 
muter guards” would wear a 
full unif orm or Just a hat. 
By contrast, Mr Jimmy 
Knapp, the general secre- 
tary of the RMT rail union, 
was quick to denounce the 
idea as the most bizarre he 
had come across in 40 years 
in the industry. 

Although Great Eastern 
insists it retains the option 
of employing commuters, 
the RMT has been assured 
the company will recruit 
from the many unemployed 
people who responded - 
partly because of unease 
over the media coverage 
within the company's top 
management. 

The Great Eastern saga 
also showed that unions can 
often respond much more 
speedily and flexibly to 
breaking stories. Most union 
press officers are adept at 
the politics of their organi- 
sation and can speak with 
authority on behalf of their 
general secretary. 

Union media officers tend 


to be bright graduates, who 
often go on to political 
careers of their own. Mr 
Phil Woolas, a newly elected 
Labour member of parlia- 
ment was until the general 
election chief media officer 
for the GMB general union. 
Mr John Healey left his job 
as head of campaigns and 
communications at the 
Trades Union Congress 
when he was adopted by 
Labour before the election. 

The advantage of a small 
operation was Illustrated 
during the recent BA disrup- 
tion, when Mr Andrew Mur- 
ray. the TGWU transport 
onion's sole press officer, 
often gained more sympa- 
thetic coverage than the ser- 
ried ranks at BA's press 
office. At one key point in 
the dispute, BA was unable 
to say whether cabin crew 
returning from strike would 
be disciplined - simply 
because the airline could 
not contact Mr Robert Ayl- 
ing, its chief executive, who 
took a lead role in the dis- 
pute. A BA media adviser 
admitted: "The union ran 
rings round us.” 

Yet it would also be 
wrong to overstate the case. 
Both the TGWU and TUC 
were surprised by the 
amount of media snpport 
expressed for BA's cabin 
crew. The union has also 


entered talks, having 
accepted the airline's goal of 
cnting cabin crew costs by 
£42m. 

Unions have proved 
increasingly adept at 
exploiting public opinion. 
The production of a pig at a 
British Gas annual meeting 
helped give the bandwagon 
against "fiat cats" a memora- 
ble push. The uproar over 
Great Eastern's plans could 
not have happened if there 
had not already been discon- 
tent over the behaviour of 
several of the privatised suc- 
cessors to British Rail. 

However, the flipside is 
that unions can do little 
when there Is scant public 
support. Barclays has 
Imposed a new pay and 
grading structure on more 
than 30,000 members of 
Blfu, the hanking union. 
The dispute has attracted 
little attention - perhaps 
because members of the 
Unifi hanking wwimi failed 
to support strike action. A 
work-to-rule is threatened, 
but the union is running out 
of options. 

So are there are lessons to 
be drawn? Perhaps that both 
management and unions, 
before embarking on a dis- 
pute, must learn to ask: 
"How win this play in the 
media?" The answer will 
often determine the outcome 
more than the actual merits 
of either side's case. 



Tronor HumpMoa 


Andrew Bolger Jimmy Knapp announces RMT rail strikes in June 1994 
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By Andrew Bolger; 
in London 

The average employee has a 
better standard of living in 
the UK than in most other 
European Union countries, 
according to research 
published today . 

The research by Sedgwick 
Noble Lowndes, the remu- 
neration consultants, com- 
pares average earnings 
across Europe, taking 
account of deductions for 
income tax and contribu- 
tions to pensions and wel- 
fare benefits. 

It says that after adjust- 
ments for national differ- 
ences in pricing and pur- 
chasing power, the average 
UK employee receives the 
equivalent of £6.80 ($11.08) 
an hour - compared with 
£6.50 in Germany, £6.30 in 
France and £5.70 In Sweden. 

"For many years, the gen- 
eral impression has been 
that UK employees enjoy a 
lower standard of living than 


in other parts of central and 
northern Europe," said Mr 
David Formosa, interna- 
tional research manager at 
Sedgwick Noble Lowndes. 
“This is certainly not borne 
out by the figures. 

For the average employee, 
deductions from gross earn- 
ings are 25 per cent in tbe 
UK. This rate compares 
favourably with countries 
like Germany and Denmark, 
where deductions of 33 per 
cent and 38 per cent reduce 
the higher salaries of their 
employees to below the UK 
level. Mr Formosa said the 
hardening of sterling over 
the past year had lifted the 
UK's place in the net earn- 
ings pay league. 

The UK comes fourth, 
behind Luxembourg with net 
hourly earnings of £7.40, 
Austria on £7.10 and Ireland 
on £7. Germany is seventh 
and France is eighth. The 
average Japanese employee 
earns a net £8.90 hourly. The 
US average is £6.90. 


to opponents 

Sinn Ffr'n, political wing of the Irish Republican Army, 
yesterday made a strong plea for pro-British unionists, its 
traditional opponents, to join it a t the negotiating table to 
find agreement on the ftrture of Northern Ireland. .* 

The call as thousands of republicans rallied in. the 

centre of Belfast. Northern Ireland’s principal cHy.to 
mark the 26th anniversary of the introduction of intern- 
ment without trial. 

“We make an appeal to those who do not share our ' 
views 'to take the opportunity to open their min ds, open 
their thought processes, to the very idea that we repre- 
sent," said Mr Caoimhghln O Ca olain . the recently elected 
Sun F&in member in the republic of Ireland’s parliament 
Mr Gerry Adams, Sinn. F6in party leader, and Mr Martin 
McGulness. party strategist, were also at the rally. - 
sinn F ftjn urged Mr David Trimble, the leader of the - ! 
Ulster Unionist party, to show "real leadership "and take : 
his seat at the talks, when the multi-party dialogue 
resumes on September 15. 

Earlier in the day, Dr Mo Mowlam, principal minister 
for Northern Ireland, was criticised by unionists fra- hint- 
ing at tbe possibility of early releases of terrorist prison- 
era if the IRA ceasefire held. 

Mr Peter Robinson, MP, deputy leader of the Demo- 
cratic Unionist Party, said Ms Mowlam had ‘'bought an 
IRA ceasefire" and would constantly have to pay the price 
in to keep it going. Mr Ken Maglnnis, Ulster . 

Unionist MP, accused her of "surrendering to IRA black- 
mail". * 

The Sinn Fan-organised rally passed off peacefully in 
carnival atmosphere, in contrast to Saturday's pro-British . 
Apprentice Boys’ parade in Londonderry which was 
marred by loyalist attacks an nationalists and membera of 
the Northern Ireland police force, which left a number of 
people injured. Liam HalEgan , London 

■ UNIVERSITY FEES 

Charges waived for ‘gap’ students 

Prospective students planning to forego their "gap" year ! 
- between school and university - before starting their ... I 
course because of the introduction of tuition fees in 1998 
will still go to u niversity for nothing, the government is 
to announce this week; 

After A- level results are published on Thursday, minis- 
ters will confirm the waiving of charges for students 
starting courses next year who are prepared to do at least 
three months of voluntary work at holme or abroad first. 
A-levels are examinations which determine whether stu- 
dents qualify for a university place. 

The move is a one-off government concession designed 
to ease the expected rush for places on courses starting 
this autumn, as students try to avoid the introduction of 
fees. Following last month's publication of the Pea ring - 
report into higher education, ministers announced the 
introduction of means-tested annual tuition foes of at 
least £1,000 ($1,630) in autumn 1998, ending 50 years of 
free higher education. Liam Ealligan, London 

■ PAEDOPHILE RULING • 

Police can issue offender alert 

The government will today announce new powers for the 
police to warn residents when a convicted paedophile 
moves into their area. 

The measures, which allow the police to disclose infor- 
mation on a “case-by-case basis", were welcomed by both 
police chiefs and offenders' groups. Under the proposals, 
to be announced by Mr Alun Minhaei, home office minis- 
ter, police will be able to tell school headteachers and 
youth organisations if there is ah offender in their area 
considered to be a genuine threat to children. 

"There are understandable pressures for the general 
public to be made more aware, and the protection of chil- 
dren and other vulnerable people is paramount." said the 
Association of Chief Police Officers. 

The National Association for the Care and Resettlement 
of Offenders said: “Present practice varies from one police 
force to another and national guidelines are important to 
ensure consistency". 

The guidelines are tied to next month's launch of a 
national sex offenders register, enabling police to track 
paedophiles around the country. Lord Bingham of Corn- 
hill, Lord Chief Justice, warned that a general policy of. 
official disclosure of information about such offenders 
could never be justified. Liam Halligan, London 

■ PREMATURE DEATH RATES 

Inequalities wider, says study 

Health inequalities in Britain have widened since the 
early post-war years with geographical location a stranger 
influence than ever on premature death rates, a Joseph 
Rowntree Foundation study concludes today. 

The report says it is "extremely unlikely" that Britain 
will achieve the World Health Organisation target of a 25 
per cent reduction in health in equa li ties by 2000. 

Although overall death rates for men and women un der ' 
65 have fallen steadily since local records began in 1951, 
the improvements have not taken place evenly through- - 
out the country. As a result, says the report, there are 
"large and, in many cases widening, differences in life 
chances across Britain”. 

People in ports of Britain with the worst records -were.-, 
now almost twice as hkely.to die prematurely, as those in -. 
areas with the lowest mortality rates. Alan Pike, London . 


Governance report under attack 


By WBIiam Lewis, 

Investment Correspondent 

The Hampel committee's 
report on corporate gover- 
nance published Last week 
has come under fire from 
some institutional share- 
holder groups, company sec- 
retaries and lawyers amid 
signs of government confu- 
sion about how to respond to 
its recommendations. 

Corporate governance 
executives from leading fund 
management groups say 
they are concerned by sev- 
eral crucial omissions from 


the Hampel committee's 
draft report. 

In a memo circulated to 
other executives ahead of 
the September meeting of 
the Corporate Governance 
Forum, Mr Peter Butler, cor- 
porate focus director far Her- 
mes - one of the UK's larg- 
est fund managers - 

says Hamp el has failed to 
provide a definition of an 
independent non-executive 
director. He says the com- 
mittee has not listed exam- 
ples of non- executives who 
are not independent, but has 
instead “restated that it is 


for the board to decide in 
particular cases where the 
independence issue is 
blurred". 

Further criticism of the 
Hampel report has come 
from company secretaries, 
responsible for corporate 
governance at public compa- 
nies. 

In another response to the 
report, Eversheds, one of the 
UK’s leading law firms, says 
that its conclusions could 
lead to intervention by the 
government. 

The government has so far 
refused to make any detailed 


response to theHampd .com- 
mittee's recommendation 5 
amid suggestions that Loud 
Simon smA TWr lan ‘McCart- 
ney, two ministers: at the 
Department of :Trade ^ and. 
Industry, 1 have clashed : over 
the report ’. 
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By Raymond Snoddy 

Mr Tony Blair, the prime minister, 
will next month challenge British 
industry and business to come up with 
world-beating products, designs and 
services to mark the millennium and 
boost Britain's manufacturing reputa- 
tion overseas. 

On September 17, Mr Blair will 
launch MfiUtmnftim Products, an initia- 
tive by the Deign Council to identify 
innovative products and sendees. 

Mr John Sorrell, the Design Council 


chairman, Who has been working on 
the plan for more than two years, 
believes that the UK is more famous 
for castles, cricket and countryside 
than for its products. 

By comparison with Britain’s perfor- 
mance in traditionally creative Indus- 
tries such as music and film Mr Sorrell 
fears “We don’t have a great industrial 
reputation around the world. 

The Millennium Products initiative, - 
which has the snpport of the Confeder- 
ation of British Industry the Royal 
Society of Arts and the British Council 
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for it, 

is what we do 
everyday! 


Apart from our devoted readers in five continents and our sales exceeding any other Turkish newspaper, 
there is now a third indicator of our dedication to quality: The ISO 9001 certificate. 

And aii we had to do for it was what we have been doing for the past 49 years. 

If you have any intention of investing in Turkey, make sure you invest on quality. 

Make sure you choose the opinion leading and best selling Turkish newspaper: Hurriyet. 


The Leading Turkish Daily Newspaper 

visit our web site at www.hurriyet.com.tr 
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THIS WEEK 


T he summer curfew has 
descended on Milan, in 
the first weekend of 
August alone, more than 
350.000 inhabitants fled Italy's 
business metropolis for the sea- 
side or the Alps. Even more will 
disappear this week for Ferra- 
gosto, the traditional Italian bank 
holiday on Friday which shuts 
down the entire country. 

Stefano, who runs the bar 
where I have my morning bun 
and cappuccino, has bolted to 
Lampedusa, an island beyond 
Sicily. The local restaurant under 
my flat has rolled down its shut- 
ters and Bruno the owner has 
joined his family in Lucca. 

Franco, the barber in Via 
Morone who cuts the hair of 
Enrico Cuccia, the most powerful 
banker in Italy for the past lour 
decades, has also gone. Even 
Emilio, the man who owns the 
garage where I keep my car, has 
closed for August; and when I 
need my car I have to ring a 
certain Renato who has taken the 


Milanese lead the summer exodus 


keys of the garage because the 
porter of the building has also 
darted off to the beacb- 
The summer exodus is by no 
means unique to Milan and Italy. 
I remember when I lived in 
France the mass of Parisian fami- 
lies piling into their Renaults for 
the crowded motorways. 

A friend who works for an 
American multinational in Brus- 
sels told me last week it now 
took him 10 minutes to reach his 
office instead of the usual hour- 
But in Milan, the exodus still 
awimpg a surrealistic scale. As 
many as 70 per cent of the city's 
shops have shut for the month - 
18,081 out of a total of 25.830. all 
with little fluorescent stickers on 
their shutters with the ubiqui- 
tous words ■’ Ckiuso per ferie" 
("Closed for the holidays"). 
Finding a baker or a tobacco- 


DATELINE 


Milan: unlike the 
rest of Italy, which 
is bracing itself for 
tough economic 
reforms, this city is 
revelling in hie 
holidays, writes 
Paul Betts 


nist open Is tantamount to a trea- 
sure hunt Crossing the road is 
now easy in a city where the 
green "Avcmti" or “Walk" signal 
is normally a euphemism for 
"God be with you". 


Traditionally, the August 
migration marital the closure of 
the big Italian factories of the 
north. But most of the big facto- 
ries around Milan have been shut 
for years through recession and 
restructurings. Even in Turin, 
seat of the Fiat automotive 
empire, the shutdown is by no 
means as extreme with only 50 
per cent of the city’s shops closed 
for August this year. 

“In the old days we used to say 
Elat is closing and the rest of the 
country follows. But it is no lon- 
ger the case," explained a Fiat 
official on his way out of the 
office to join his family in 
Ravenna. Of the 30,000 workers of 
the vast Mirafiori car plant in 
Turin, about 7,000 have remained 
an the job this year. 

Customs are also changing in 
Italy. Job insecurity, the govern- 


ment’s unpopular fiscal policies, 
pension and other welfare 
reforms doe to be negotiated in 
the autumn to help Italy qualify 
for European monetary union, 
have all marie Italians nervous. 
People are taking less holiday. 

Yet Milan still plays the ghost 
town in August Granted it has 
never been a tourist destination. 
Italian “museum" such as 
Rome, Florence or Venice are 
filled with tourists in summer. 
Yet it is still peculiar that Italy's 
moral capital, as Milan calls 
itself, should resist the country’s 
changing holiday t rend s. 

"Moral capital, my foot," said a 
Milanese economic pundit on the 
phone from his Corsican beach 
house. “Hie August exodus is 
totally Immoral. Think about it 
Everybody stops work for a 
month and yet Italians get paid 


13 months, in some cases even 14 
months salary for a year’s work." 

For too tong, he went on, Italy 
has lived beyond its means. 
"Italy’s nati onal debt to GDP is 
134 per cent That tells you the 
whole story.” he said, adding in 
the same breath: “See you in Sep- 
tember or why not come up to 
Cortina where we are spending 
the second part of our holidays?” 

Perhaps the Milanese feel 
richer than their . fellow It alian s. 
The Milan stockmarket has done 
well this year and the Milanese 
do not give the impression of suf- 
fering economic hardship. 

When in town, they eat out 
merrily and shop extravagantly. 
Their standard of living is high. 
A Milan hanker recently told me 
how surprised he was when he 
went to London to see an E nglish 
colleague in a top City job. "He 


always seems so str^chctf f^. 
money and yet he probably get. 
paid more than I do: I supSe 
it's those school Jees you 
and all thosemGrtgagw,”_h£ said. 

Perhaps the MilmiSe.doja't hke 
living in their.dty. They have a 
habit of deaatmg it at weekends 
and August, in their eyes, -is just 
an extended weekend. 

Many old residents win tell you 
that Milan is probably the best 
place to work in Italy. People 
keep appointments and work 
hard. But they concede It is also 
an ugly place and, La Scala 
excluded, cultarally pretty dead. 

Or perhaps they are simply 
enjoying one last fling before 
they return far what promises to 
be a rough September. 

They can take solace that the 
day of reckoning will probably be 
delayed. Tbe House of Deputies 

will only reopen for business on 
September 16. Same, restoration 
work has to be completed to the 
building - forcing Italian politi- 
cians to take a bit more holiday. 


The Monday Profile; Harold W. McGraw III 

Keen to expand horizons 
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CORPORATE GOVERNANCE 


I n a gathering it is difficult 
to find Harold W. McGraw 
in, president and chief oper- 
ating officer of the McGraw 
Hill companies, the US informa- 
tion group that publishes Busi- 
ness Week. But Terry McGraw is 
the centre of attention. It takes a 
minute to realise they are one 
and the same. 

The man whose name is on the 
side of the building had to be 
called Harold Whittlesey McGraw 
m after his father and his grand- 
father who was one of the found- 
er's sons. Bat that was “too 
imposing and formidable" a 
name for anyone to live with per- 
manently so he has always been 
called Terry. 

By the end of this year. 
McGraw, 49, is expected to step 
up to the top position at McGraw 
Hill when Joe Dionne, the chair- 
man and chief executive, retires. 

It win mark a milestone in the 
development of the company and 
in particular its approach to elec- 
tronic publishing and the need to 
move beyond simply providing 
existing paper products online. 

Business Week, for example, 
already gets about 300,000 “hits" 
a month for its electronic ver- 
sion. As a result the paper ver- 
sion has been enhanced and a 
new stream of revenue created. 
But that, McGraw insists, Is just 
the first stage. 

‘It [electronic publishing] cre- 
ates some very new dynamics, 
people who are looking for a less 
branded product, more focused 
content. We have to stop putting 
labels and boundaries on every- 
thing too early. We have to get 
more comfortable with living in a 
complex environment where 
there is a little bit more fluidity," 
says McGraw. 

In practice that means using 
technology to create more “hot 
links" between the various 
McGraw Hill businesses and to 
make “a much broader represen- 
tation to all our markets. We can- 
not be so vertical." 

At the moment, for instance, 
the company serves the currency 
markets through its MMS busi- 
ness; the oil and energy markets 
with Platt's; and handles credit 
rating with Standard & Poor's. 
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The company also has educa- 
tional publishing and broadcast- 
ing interests. 

“They are all vertical represen- 
tations. The big need for us is to 
move away from specific vertical 
capabilities to a much broader 
horizontal understanding of mar- 
keting needs,” he says. 

McGraw hopes electronic com- 
merce will be the key to creating 
something that is more than the 
sum of the parts, though he con- 
cedes the charging mechanisms 
have not been fully figured out. 

He insists it was not inevitable 
that he should end up in the fam- 
ily business. He started off out- 
side. working for a cable 
television trade body in the US 
before moving to the finance side 
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of GTE Capital for six years. 

In 1979 he took leave of absence 
to help his father, Harold W. Mc- 
Graw U, man the defences 
against an unsought takeover 
attempt by American Express. 

“I caught a bug. I saw first 
hand how much everyone cared. 
It was a surprise," says McGraw, 
who takes a robust attitude to 
the inevitable accusations of nep- 
otism. 

“On the professional side 
everybody is accountable and 
you have to carry your weight 
When you cany the name there 
is a higher expectation and I 
place a higher expectation on 
myself," he says. 

Now. apart from taking prod- 
ucts worldwide, the emphasis is 
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on what he calls project adminis- 
tration - assembling teams from 
across the company to address 
specific trends, such as privatisa- 
tion, in publishing terms. 

The search for greater fluidity 
also helps to keep “the talent" by 
creating more opportunities. If 
the organisation believes there 
will be a never-ending stream of 
projects, individuals will not 
min d taking the risk of leaving 
comfortable positions in the 
existing corporate structure to 
try something new. 

As part of the process, McGraw 
plans to create a co-ordinated 
research and development centre. 
“You need a playground and you 
need to bring a lot of different 
people together across the group 
and let them play," he says. 

Some discipline will be needed 
but impose too many rules and 
all you do is redefine boundaries. 
The R&D centre is only part of 
the task of becoming less prod- 
uct-focused and more of a mar- 
keting organisation, finding the 
best ways to link the brands. 

Changing corporate attitudes. 
McGraw emphasises, is just as 
important as mastering the tech- 
nology and launching global ini- 
tiatives. 

“Why do you exist individual 
by individual? Why does this 
company exist? Is it just a hold- 
ing company that holds a lot of 
great brands or are you about 
something alive and well and 
Intellectually curious? Or do you 
fall into the other column, which 
is slow death?" 

In the midst of such challenges. 
McGraw Hill at least has the 
chance of achieving family conti- 
nuity. Harold W. McGraw IV, 
who Is actually known as Whit, 
is an economics major at Hamil- 
ton College. 

Terry McGraw has no idea 
whether Whit will follow all the 
other McGraws into the business. 
“He’s got to figure that out for 
himself and he's pretty darn inde- 
pendent Then there's 17-year-old 
Megan McGraw - her indepen- 
dence is on a different level" he 
says, clearly believing in fluidity 
at home as well as at work. 


Last week's report from the UK’s Hampel 
committee, now coming under fire from various 
sources, put corporate governance bade in the 
news. What exactly does the term cover? 

In a nutshell, who runs the company. Is it the 
boss, the board, the shareholders or the workers? 
Does the chief executive get a huge bonus in good 
tinips or bad? If the directors get it wrong, do they 
get fired? Do shareholders get to vote an policy? 
Do the workers have a say? 

Surely all that’s op to the company’s owners? 
You might think so. The reality is that in many of 
the corporate crashes and scandals of the past 
decade, the shareholders have been kept in the 
dark. 

It was in response to such scandals that a 
committee under Sir Adrian Cadbury was set up 
in 1992. The aim was to improve financial disclo- 
sure and to get a better balance of power in the 
board room better - for instance, by separating 
the jobs of chairman and chief executive. 

Then there was the Greenbury committee. What 
was that about? 

Fat cats in the hoard room. You may recall the 
fuss a few years ago about pay rises in the priva- 
tised utilities. The committee chaired by Sir Rich- 
ard Greenbury aimed not to stop big pay-outs bat 
to ensure shareholders knew about them. Compa- 
nies were told .to spell out not just the incentives 
and options on offer to executives, but the targets 
they had to meet to collect them. 

Now Hampel Is there no 
end to it? 

Technically, the Hampel 
en mmi ttee was set Up to 
review the recommenda- 
tions of Cadbury, and 
took in Greenbury while 
it was at it. After last 
week’s preliminary 
report, the aim is to pro- 
duce a three-in-one docu- 

ment oh governance by 

the end of the year. Thereafter, Sir Ronnie Ham- 
pel (pictured), the committee chairman, says he 
"seriously hopes" there won’t be any more in the 
foreseeable future. 

So what did the Hampel report actually say? 

Not a lot that was new. Its basic line was that the 
Cadbury and Greenbury findings were on the 
right track. It turned down more radical ideas, 
such as two-tier boards on the German model or 
the appointment of directors to represent workers 
and other stakeholders. 

It also argued strongly that governance was 
more a matter of principles than hard and fast 
rules. Too many people had Interpreted the Cad- 
bury and Greenbury rules narrowly - so-called 
“box-ticking". It was more important for compa- 


nies to comply with the spirit than the letter: 

Isn’t that just what you’d expect bosses to say? 
That the manager has the right to manage, with 
no interference from outsiders? 

There is a touch of that Half the committee 
m emb ers came from big corporations, and Sir 
Ronnie is chairman of ICL To be .fair, the report 
put it slightly differently. Governance, it said, is 
about both prosperity and accountability. In 
recent years people have concentrated on the lat- 
ter. The balance now needs to be corrected. 

Isn’t that a bit complacent? You said Cadbury 
was set im after the collapses and frauds of the 
1980s. Companies are very prosperous now, but 
what happens in the next recession? 

Good question. As Sir Ronnie concedes, there win 
be bankruptcies and fraud in the next downturn 
whatever happens. Other thing s being equal the 
better the governance the fewer the disasters. 

What are other countries doing about all this? Is 
the UK working in isolation? 

The Hampel committee aimed to produce a purely 
UK solution. But there is no question that gover- 
nance is a hot topic internationally. This is 
mostly because the big investment funds are 
going global and are pressing for con si stent stan- 
dards across the world’s main stock markets. 

Presumably the US leads thefield? 

Of course. The US has more lawyers than any- 
where else, and more aggressive investors. Com- 
panies have to disclose more, and pension fluids 
are under government pressure to exercise their 
votes. Notwithstanding that. America has had 
some first class examples of poor governance - 
chairmen who ran the company from the golf 
course or charged the company for undisclosed 
benefits. 

What about the Europeans? 

The French came out with their version of Cad- 
bury, the Vienot report, two years ago. According 
to- Mr" Vienot" hirnsulf, it. was less tough than 
Cadbury. Even so. It appears to be malting slow | 
headway. The Dutch Corporate Governance Com- 
mission produced a yet more timid report a year 
ago. The Germans are thinking about it but have 
come up with nothing concrete. 

So this one will run and run? 

Absolutely. There will always be more scandals 
and collapses. There will also be continuing pres- 
sure from the big investment funds, the 
Americans particularly. Besides, corporate gover- 
nance is like the rules on tax or accounting. 
Every time you produce a new standard, the chal- 
lenge for certain kinds of company is to find -a 
way round them. 


Raymond Snoddy I — — 
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Brown holds the key to work 

Wage subsidies for the unemployed must be carefully handled to succeed 


Taxing people in jobs to provide 
incomes for people without them 
encourages the very unemploy- 
ment problem it is supposed to 
mitigate. Hence the attraction of 
replacing cash payments for the 
unemployed with wage subsidies 
that might persuade employers 
to give them work. 

Gordon Brown, UK chancellor, 
has made wage subsidies the 
central plank of his “ welfare- to- 
work" initiative. He has staked a 
good deal of political capital - 
not to mention hundreds of mil- 
lions of pounds of tax revenue - 
on their success. 

Several industrial countries 
have Implemented wage subsidy 
schemes over the past 20 years. 
In some cases they have been 
modestly beneficial, while in oth- 
ers they have proved to be a 
colossal waste of money. As the 
International Monetary Fund 
noted nervously in its annual 
health-check on the UK econ- 
omy. tbe proposals will need 
“skilful implementation". 

The welfare-to-work initiative 
involves two subsidy schemes. 
Employers taking on people 
under 25 wbo have been unem- 
ployed for six months or more 
will be offered £60 a week, while 
I those taking on anyone without 
work for two years will be 
offered £75 a week. The subsidies 
will be available for six months. 

Targeted wage subsidy 
schemes normally have two 
objectives. The first is to reduce 
aggregate unemployment. The 
second is to reduce unemploy- 
ment within the target group, 
even if this is at the expense of 
others. The latter is more likely 
to be achieved than the former, 
although this may still leave the 


economy as a whole better off. 

Mr Brown's scheme is a glori- 
fied version of the existing 
“Works tart" programme. This 
offers a £ 60 -a-week subsidy to an 
employer taking on a long-term 
unemployed person, with benefit 
payments cut for anyone refus- 
ing a reasonable job offer. 

In tbe areas where Workstart 
has been piloted, the number of 
people claiming unemployment 
benefits has fallen more sharply 
than in comparable areas outside 
the scheme. But employment has 
risen less quickly than expected. 
This suggests some people have 
dropped out of the labour force 
or left the area because they 
wish neither to work nor to lose 
benefit. Under a national 
scheme, however, they will have 
nowhere to run. 

The impact of subsidies on 
aggregate employment is under- 
mined by two factors. “Dead- 
weight losses" arise when people 
take jobs with a subsidy who 
would have taken them without 
it. “Substitution effects" occur 
when employers sack people who 
do not get a subsidy to replace 
them with people who do. 

“Most evaluations show that 
subsidies to employment have 
large deadweight and displace- 
ment effects and hence small net 
employment gains, particularly 
in the short term when aggre- 
gate demand and vacancies are 
fixed," argues Robert Fay, of the 
Organisation for Economic 
Co-operation and Development. 
Australia. Belgium. Ireland and 
the Netherlands have seen com- 
bined deadweight and substitu- 
tion effects of 90 per cent 

If Mr Brown's "New Deal" does 
create net new jobs, they may 
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also be masked by the economic 
cycle. The Bank of England is 
slowing the economy to restrain 
inflation. Eventually, this will 
imply rising hBarffinp unemploy- 
ment and falling vacancies. This 

- as the graphic shows - will not 
take long to put upward pressure 
on long-term unemployment too. 

This does not mean that action 
to tackle long-term unemploy- 
ment is a waste of time. Quite 
the opposite. Bat the govern- 
ment should make it dear that it 
does not regard aggregate job- 
lessness as the main benchmark 
of the subsidy scheme’s success. 

Deadweight lasses are a waste 
of resources, hut substitution 
effects at least have a silver lin- 
ing. As people spend longer with- 
out work, their skills erode, they 
become demotivated and employ- 
ers tend to shun them. Reducing 
long-term unemployment - even 
at the expense of the short-term 
unemployed and people hi work 

- keeps more people competing 


for jobs and restrains wage infla- 
tion. This should allow the econ- 
omy to sustain higher growth 
and lower unemployment 

The substitution effect may 
also mitigate any net job losses 
arising from the introduction of 
Labour’s proposed minim »m 
wage, but only at the expense of 
existing low-paid employees. 

Imagine an employer has a job 
only worth paying someone £L5Q 
an hour to do and a minim um 
wage of £3.50 is introduced. Tbe 
existing worker will be fired, but 
it would be worthwhile for tbe 
employer to replace them with a 
long-term unemployed person far . 
a subsidy of £2 an hour. 

These arguments an assume 
that wage subsidies encourage • 
employers to take on tbe people 
who are entitled to them. But 
experience under some US 
schemes suggests that entitle- 
ment to a subsidy carries a 
stigma of unemployability which- 
puts potential employers oft 


As Lawrence Katz, the Har- 
vard economist, once said of a 
subsidy scheme for mothers cm 
welfare in the US: "To the 
employer it comes across as: "Hi, 
Fm a lemon - give me a job!’ " 
For the young people in the 
UK scheme, this danger will' be 
ameliorated . by. government- 
financed training and by the 
“gateway" process which will 
separate those likely : to .benefit 1 : 
from subsidy from othera wfio 
may be allocated to, say. an envi- 
ronmental taskforce.. Stigma 
could also be avoided by paying 
the subsidy to the individual 
rather than the employer^ which 
has the same economic, effect. - 
Canada’s “Targeted Wage Sub- 
Sidy” sch ftmp tar-klps the slbulfai 
and substitution "prohl en^B by 
devolving subsidy. budgets io 
organisations that maintain 
long-term relationships; with 
local employers. Tbsy r - can nego- 
tiate thp a tm i tmfc duration of 
the subsidy ayailaMeffor e^ch 
hire,- while . employers : can - be 
wmflripnt that- they- vnh not .be 
saddled with *Temons*\ : . 

“A partial suBndy, Iocall^ 

delivered and -with-the. fleribuity 
toL 1 negotiate terms, - works much 
better than a tSoim national 
subsidy that-ls almost ah ent i t le- 
ment," argues ■■ Tom 
five director. -at jihff -fwachute 
. Community . igmp inynieot Centre 

In downtown Toronto- -l . :-. 


: subsidies are by no mwps ; a nn^ 

. acle cure for unemployment. Bed 
they can protect, people ^ om 
being, locked otet-^erf- 
market Given 

andflexible-i^ “ 

Brown is on to a gd^ .tWng: 
emedt robertchote0t^m ; . 
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Sony sounds discordant note 

The Gdinj^inys decision to sell records direct to the public over the internet 
may; throw the music industry into turmoil, warns Alice Rawsthom 


A nyora chwtfeiiig imp Sony 
Music’s US Internet -site 
r*A hoping » fiirf tn&nnadou 
L jLabcnzt Oasis or Frank Sina- 
tra. CwM W forglwn for tMoWng. 
that they have s rambled into an 
online record store by mistake. 

■ Splashed, across the home page, is 

a logo far ttesun, a aub-site from 
which consumers can buy hundreds 
of albums. They e-maff their orders 
and credit card details to Sony, 
which posts their porchages to th em . 

Until now. US record labels have 
resisted the temptation to diversify 
Una on»n<* sales for fear of upsetting 
record.' retailers- Yet other labels are 
certain to follow Sony by adding 
salcs taciliiies to their internet sites. 
Warner Music, part of Time Warner, 
the US entertainment group, and 
BMC, the music division of Bertels- 
mann, the Carman media concern, 
ore already making {dans to do so. 

These internet initiatives could 
destabilise the music market by 
bringing record companies into com- 
petition against their retail custom- 
ers. They also raise important mar- ! 
ketlng issues for companies that 
have historically - concentrated on 
publicising their artists, not them- 
selves. They must now raise public 
awareness of their brand names. 

When the online music market 
emerged three years ago, it was dom- 
inated by t aitn^a roeuriaa specialists, 
such as CDnow and Music Boule- 
vard; but established record retail- 
ers, such as Tower and Camel ot, 
have since set up internet stores. 

The online market & small, but 
growing rapidly. Consumers seem to 
Teel comfortable about buying inex- 
pensive products, such as compact 
discs, over the internet, particularly 
as thos e with multimedia computers 
can listen to snippets of music 


Total online music sales revenue forecasts 
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before ordering an album. The inter- 
net also enables record labels to 
reach older consumers, or people liv- 
ing in rural areas, who are unlikely 
to shop at record stores. 

A recent report from Jupiter, a US 
internet research consultancy, pre- 
dicted that online music sales would 
rise from 547m this year to $l.6bn 
(£980m). or 7.5 per cent of the global 
market, in 2001 

Record companies are keen to 
exploit the market's potential, par- 
ticularly as h promises to be so prof- 
itable. Conventional retailers can 
make substantial savings on staff 
and property costs by selling from 
internet sites. The margins for 
record companies are even higher, 
because they can keep the share of 
profits usually ceded to retailers. 

Warner and BMG have tailored 


their online sales strategies to avoid 
harming their relationships with 
retailers. Warner, now finalising 
plans to launch a folly fledged inter- 
net record store, has run a pilot proj- 
ect selling a limited range of 200 
albums from its artists’ promotional 
sites for the past year. 


T he signs leading the user 
into Warner’s sales sub-site 
are extremely subtle, and 
all the alb ums are sold at 
foil list prices, to avoid accusations 
that Warner is undercutting its 
retail customers. Warner is offering 
Jewel's hit album Pieces of You for 
$16.98. against CDnow's $13.82. 

Warner is considering various con- 
cepts for its foil-scale retail site. 
However, the branding is likely to 
emphasise individual artists and 


labels, such as Atlantic and Maver- 
ick. rather than Warner Music 
Group as a corporate entity. 

BMG has also opted for full list 
prices for the online sales operation 
it plans to launch this autumn. 
Rather than adopting a corporate 
brand name, or those of different 
labels, it has divided the promot- 
ional sites of artists from different 
labels but similar musical genres 
into three thematic sites. 

The peeps.com site includes BMG's 
“urban" acts such as Toni Braxton. 
Wu-Tang Clan and R. Kelly. Rock 
groups belong to budjuice.com, and 
country artists to twangthis.com. 
Kevin Conroy. BMG’s marketing 
director, said the company planned 
to encourage consumers to use the 
sites, and the ordering facilities 
which will be introduced this 
autumn, by enhancing their roles as 
sources of information and enter- 
tainment. 

Sony has adopted a more aggres- 
sive approach with thestore. but 
pitching it as a rival to other inter- 
net retailers. All its artists are repre- 
sented there, regardless of label or 
genre, and their albums are sold at 
below list price. Oasis’s forthcoming 
Be Here Now can be ordered for 
$13.98 from Sony, and $13.96 from 
CDnow. But Sony's $13.98 price for 
Morning Glory, Oasis’s last album, 
undercuts CDnow's $14.96. 

So far, Sony's internet initiative 
seems to have escaped controversy. 
But thestore has been online for less 
than a month, and Sony has 
refrained from publicising it 
externally. 

Other record companies must 
decide whether to follow Sony by 
going full throttle into online retail- 
ing, or to play it safe like BMG and 
Warner with their subtler strategies. 
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Safe proposal 

T he issue of. com- industrial competittvenes 
puter security and and electronic commerci 
encryption is has been the source t 
again a hot topic much debate on the inte: 


PACKAGING 


T he issne of com- 
puter security and 
encryption is 
again a hot topic 
in Washington. 

A bill proposed by Bob 
Goodlatte, the Republican 
Congressman, appears to 
be gaining bi-partisan sup- 
port and may be voted cm 
by the House next month. 

The Security and Free- 
dom through' Encryption 
Act (Safe) would overturn 
government restrictions 
and allow US companies to 
export so-called strong 
encryption prod u c t s, which 
render information, unread- 
able without a decoding 
“key". Under current regu- 
lations, exporters must 
provide law enforcement 
authorities with access to 
such keys. 

Supporters of the Good- 
latte bill have argued that 
other countries are already 
shipping stronger encryp- 
tion products than the US. 
and that criminals - osten- 
sibly the target far official 
restrictions - will obvi- 
ously use systems that do 
not require voluntary sur- 
render of decoding keys. 

The subject of encryp- 
tion, with its implications 
for personal . privacy. 


industrial competitiveness 
and electronic commerce, 
has been the source of 
much debate on the inter- 
net Many sites offer back- 
ground information and j 
reflect various opinions. 

Democracy -Net (wwwuA?- 
mocracyjiet) in conjunction 
with the American Associ- 
ation for the Advancement 
of Science, recently pro- 
vided an audio and video 
feed of a briefing featuring 
.members of Congress and. 
encryption specialists from 
industry and academia. 

. The Center for Democ- 
racy and Technology 
( yrwxdLorglcrypto ) has a 
range of resources perti- 1 
nest to the subject 

The Electronic Privacy , 
Information Center 
(www^pic. org I crypto) has 
background material. The 
Internet Privacy Coalition 
iwww.prwacy.orgfipc) gives . 
details of its “Golden Key" I 
campaign. Crypto.com 
(wwwo ypto.com) also has 
a search facility which 
allows US residents to find 
out their member of Con- 
gress’s stance on this issue. 

Stephen 

McGookin 


A hole lot smaller 

Bethan Hutton on the miniaturisation of the Polo 
as the demand for mini mints grows in Japan 


P olo is the mint with 
the hole - everyone 
in the UK knows 
that But how does 
one re-format such a distinc- 
tive product to fill a new 
market niche, without losing 
its unique selling point? The 
solution Nestle came up 
with in Japan was very Jap- 
anese: miniaturisation. 

’’ 'Original -style Polos have 
been sold in Japan for some 
■time, but a couple of years 
ago the company noticed a 
growing market share being 
taken by very small, strong- 
flavoured. sugar-free, breath- 
freshening mints in plastic 
dispensers. 

“This was a very minor 
segment at the time, but the 
segment grew - it clearly 
appealed to the Japanese 
consumer - and suddenly 



Small but perfectly formed 


there were these small, aspi- 
rin-like mints sold in plastic 
containers,” says Charles 
Ireland, vice-president of 
Nestle Mackintosh Japan. 

Nestle wanted to mak e a 
place for itself in the market, 
but not just by launching an 
identikit small mint. "The 
issue was, how do we minia- 
turise the Polo? It was a 
technical headache." Ireland 
admits. 

“The concept was impor- 
tant - we wanted to repli- 
cate the original mint as far 
as possible. We wanted to 
shrink it down to the size of 
the hole in the middle, but 
still emboss it with the Polo 
logo-" 

After much experimenta- 
tion. the Nestle R&D centre 
in York eventually produced 
a tiny - 7mm - but perfectly 
formed sugarless Polo. 

For packaging. Nestle 
looked locally in Japan, 
which is acknowledged as a 
leader in packaging design. 
It came up with a white plas- 
tic dispenser in the shape of 
a Polo, but about 5cm in 
diameter. This is a handy 
pocket size similar to, but 
more distinctive than, the 


rivals already on the market, 
such as Frisk, the Belgian 
brand, and Italy's KOldt. 

Last month the new Polo 
“Supermints" were released 
to test markets, including 
Tokyo. The results are 
encouraging, says NestlA 


I n the US last month, 
one of the world’s 
greatest retailers 
began to shut up shop 
for the last time. After 117 
years’ trading. F.W. Wool- 
worth is to close its last 400 
stores, and one of the 
world’s most famous brand 
names will vanish from the 
high streets of America. 

Meanwhile, in the UK the 
battle to create what could 
become one of the world's 
great branded goods levia- 
thans continues unabated. 
Guinness and GrandMet are 
still locked in unarmed 
combat with Bernard 
Arnault. LVMH chair man , 
and are still determined to 
launch GMG Brands and 
consequently dominate the 
global drinks business. 

Together, these disparate 
events turn trendy conven- 
tional wisdom about the 
future of brands, branding 
and mass consumer market- 
ing upside down. 

Just four years ago, when 
Philip Morris slashed the 
price of Marlboro by 20 per 
cent to compete with cheap 
retailers’ own label ciga- 
rettes, myopic marketing 
pundits chorused “manufac- 
turers’ brands are down to 
their last gasp". 

Yet now Wool worth has 
gone to the great American 
shopping mall in the sky. 
manufacturers’ brands are 
thriving, and brand adver- 
tising is thriving with them. 

That’s not to deny that 
the leading retailers, 
throughout the world, have 
immense strength. Much of 
it springs from their own 
development as brands. As 
young Frank Woolworth 
recognised more than a cen- 
tury ago, a retailer's brand 
can be just as powerful and 
attractive to consumers as a 
manufacturer's brand. 

What were Fortnum and 
Mason. Selfridge, Macey. 
Gimbel. Bloomingdale, 
Marks and Spencer (and 
Sainsbury) if not great 
brand marketeers? They 
were as conscious of the 
importance of their brands, 
and of their brands' images. 


as Cadbury. Lever, Ford, trol its meaning. They do so 
Beecham, Mars, Procter and by advertising, by packag- 
Gamble. ing. by the specification and 

The significant question, quality of the product itself, 
from a branding point of And it is the perceived 
view, is what gives brands meaning of the brand name 
their power to influence - if - usually called its image - 
not quite control - people’s which market research sur- 
purchasing decisions, and veys measure, 
thus their power to influ- There are no other words 
ence - if not quite control - whose meanings are con- 
modern economies? Brand trolled by their owners, or 
names are nouns which indeed by anyone else, 
their owners imbue with That’s not to say brand 
moaning They are the only words cannot mean several 
words, of any kind, which things. The Virgin brand 
are "owned". They are also name does. Brand words 
the only words which are can apply to a variety of 
“designed", and appear in merchandise (as Marks and 
the same visual manif esto- Spencer does). Their specifi- 
tion, for instant recognition, cation can be changed - the 
And they are the only Financial Times is different 
words which have value every day, but its brand is 
and can be bought and sold constant 
like commodities. Try sell- But brand owners must 
ing the word dog. or flibber- be careful. Words are diffi- 
TigibbeL In the first place, cult things to own and con- 
you don’t own the words, trol. When brand names 
nobody does. Anyway, the slide into common parlance, 
words aren't worth a penny, like Thermos and Hoover. 

But Interbrand, a leading they lose part (or all) of 
brand consultancy, values their value. But as long as 
Marlboro at over $44bn the owner controls the 
(£27bn). Marlboro’s value meaning of his brand it pro- 
comes from the fact that bil- vides consumers with an 
lions of smokers prefer implicit guarantee - a 
packets on which the word promise of consistency, of 
Marlboro has been embla- quality, of style, 
zoned to packets named All of this greatly appeals 
Zilch, however prettily Zilch to consumers. In a world of 
has been displayed. increasing choice and com- 

To ensure smokers con- plexity it helps them make 
tinue to choose Marlboro, their purchase decisions 
its owners must constantly rapidly, 
manage, husband and con- Economists tend to think 1 

brands give unwarranted 
AS long 35 the power to manufacturers. 

But fundamentally brands I 

Owner controls have great power because I 

. c they provide consumers 

the meaning 01 with great benefits. 

. Brand names are a 

hlS brand it gives unique class of word, recog- 
nised as such in law. They 
Consumers an are vital to the efficient 

functioning of a modern 
implicit guarantee economy. They have 

become an intricate and 
— a promise OI integrated part of our lives. 

If I ever discover who 
consistency, invented them m toast his 

* memory - in a famous 

quality and Style brand of Champagne, natu- 

rally. 

The author is chairman of 
Bozell UK Group. 


consistency, 
quality and style 
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Tim Jackson • On the Web 


System seeks to unite friends 


This .is the 
story of a 
company that 
claims 2.2m 
cDStomers. 
not a penny in 
revenues, and 
no fixed plan 
for how it will 
make money in foture. But 
it is one of the most promis- 
ing internet businesses I 
have looked at in weeks, and 
it offers lessons for almost 
all web entrepreneurs. 

The company is called Mir- 
abilis. Its product is- a piece 
of software called ICQ - *T 
seek you" - which allows 
groups of internet users to 
“chat" electronically , to 
exchange files like spread- 
sheets and text documents, 
to play computer games with 
each other over the internet, 
and even to surf collectively 
over the net. 

Each of these features is 
already available, but ICQ 
( wtBW.kQ.com ) has enhanced 
them, internet Relay Chat a 
latter-day amateur radio 
technology, is used for 
exchanging typed messages 
over the internet, but is 
harder to use than ICQ. 

AOL, the online service., 
has an “instant messaging” 
function which allows cus- 
tomers to send a private 
message to another user who 
is online at the time, but this 
docs not operate fully with 
the wider internet. A num- 
ber of specialised web sites 
offer chat, bul users have to 
Point their browsers at the 
web site before they start. 


ICQ’s main distinguishing 
feature is that it changes the 
nature of chat. Traditionally, 
internet users go into a 
"chat room” intended for 
people with, a common inter- 
est even if they have not met 
before. But it is more obvi- 
ous to use the technology to 
communicate with people 
you already know. 

This is the focus- of the 
ICQ product It allows users 
to set up a Mst of a closed 
group of colleagues, family 
or friends, and to communi- 
cate with them easily. 

•To use the service, you 
download a modest 80QK pro- 
gram and spend a few min- 
utes installing It The pro- 
gram creates a little window 
on your desktop, which 
checks when you are con- 
nected to the internet, and 
shows which members of the 
group are online. 

To avoid being disturbed, 
users can designate them- 
selves AFD, or “away from 
desk", and their messages 
can be stored. 

Now comes the clever bit. 
Since the value to users of a 
network of this kind is pro- 
portional to the number of 
people they know who are 
also connected, the ICQ soft- 
ware contains features 
which make it particularly 
easy to get friends and col- 
leagues to Join up. 

It allows you to search for 
people by name not only in 
the . ICQ directory, but also 
on databases on the web 
such as the 4Il.com service. 

You can also type in the 


e-mail address of someone 
you would like to join, and 
ICQ will send them an e-mail 
explaining the recommenda- 
tion. You can set up a 
Future Users Watch, 
whereby you list the e-mail 
addresses of Mends, and ICQ 
tells you when they join up. 

The ICQ software, which 
was launched to 100 users in 
beta test last November, now 
has 2.2m registered users 
and a forther 20,000 signing 
tip every day. Its designers 
have hit on a new fonn of 
“strategic word of mouth" - 
a technique for harnessing 
the power and speed of per- 
sonal recommendation on 
the web, and turning it to 
business advantage. 

The ICQ recommendation 
system is like the Ama- 
zon.com “affiliates" program 
covered in this column last 
year. It pays web sites a 
commission for recommend- 
ing customers to buy its 
books but is much better. 

So Jar, ICQ is free. Mirabi- 
Ms was formed by four inter- 
net engineers in Tel Aviv. 
They built it as a tool for 
themselves before realising 
its business potential 

Even now. with more than 
2m users and 30 employees, 
no professional investors are 
involved. 

Instead of providing a 
server that acts as a conduit 
for every message that 
passes, ICQ uses the soft- 
ware on the client’s desktop 
to send a message to its 
server when the client logs 
on. This message, of only a 


few bytes, tells the ICQ data- 
base the IP (internet proto- 
coil address of the individual 
who has logged on - an 
address which may change 
each session because inter- 
net service providers share 
each IP address between 
many clients. 

The server holding the 
database can then send an 
equally brief message to all 
the friends of the person 
who has just logged on. tell- 
ing them the person Is 
online . The members of the 
group can then send each 
other messages directly. 

Mirabilis can serve mil- 
lions of customers with only 
modest computing power 
and internet bandwidth, and 
thus at modest cast 

Sefi Visiger, one of Mirabi- 
lis’s technologists, predicts 
that ICQ’s user base will rise 
to 10m within the next three 
months. He and his col- 
leagues believe the interests 
of the business will best be 
served by keeping the ser- 
vice free until then. Once 
they have a commanding 
market position, they mil 
find a way to make money. 

They may offer two ver- 
sions of the software: a free 
“Lite" version, with limited 
functionality and perhaps an 
obligation to look at adver- 
tisements; and a paid “Pro" 
version with no ads. 

If they achieve their 10m- 
user target, the price of ICQ 
Pro need not be high to cre- 
ate a big and profitable busi- 
ness overnight 
timJackson@pobox.am 
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International Internet Name Registration 
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Vanessa Houlder reports on the use of interim hired hands as managers 


A few years ago the only 
temporary staff in a typ- 
ical office would be typ- 
ists or receptionists. 
Now, the roster of office temps 
could well include the boss. 

The rise of the interim man- 
ager is a Strikin g illustration of 
the trend towards flexible 
employment The willin gness of 
organisations to rely on tempo- 
rary hired hands has extended 
into their most senior ranks . 

David McNair is an example of 
the new breed. Aged 4a, he has 25 
years of experience in food and 
drink marketing, most recently 
as group marketing director for 
Allied Domecq Spirits and Wine. 

For the past two years he has 

worked as a consultant and 

interim manag er in finan cial ser- 
vices, advertising and the hotel 
industry. In April, be took up a 
six-month post as interim brand 
director for J. Sainsbury. the 
supermarket group, while it 
sought to fill the permanent posi- 
tion. The assignment was 
arranged by E1M, an executive 
interim management group. 

McNair is enthusiastic about 
his peripatetic way of life. “I 
thoroughly enjoy it.” he says. 
“The great appeal is that it 
allows me to apply my manage- 
ment skills across a wide variety 
of businesses.'' 

Like most interim managers, 
he is somewhat overqualified for 
the role. “It is overkill by over- 
skill, " he says. He feels this gives 
him the advantage of being able 
to hit the ground r unning . 

Sains bury’s was aware that 
being a stop-gap manager could 
be difficult Like living in rented 
accommodation, it wonld be frus- 
trating for someone who liked 
making changes. The problem 
was avoided by giving McNair 
responsibility for specific projects 
that could deliver results rela- 
tively quickly. 

McNair think s that interim 
management suits the way busi- 
nesses are tending to be run, 
requiring bursts of intensive 
project-related work. It also suits 
organisations that have under- 
gone “delayering”. “When 
looking at change, they need to 
acquire management quickly," he 

says. 

John Hird. chairman of Albe- 
marle Interim Management Ser- 
vices who also chairs the Associ- 
ation of Temporary & Interim 
Executive Services in the UK, 
agrees with this assessment. 
Many companies look to interim 
managers, rather than perma- 
nent employees, to staff projects 
concerned with expansion. “I 
believe it is a change in the 


When even the 


boss is a temp 


. t- Lj. L_ 
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employment pattern." he says. 

The increasing popularity of 
interim management is con- 
firmed by a recent survey by 
GMS. an interim employment 
agency. It estimates that 10.000 
senior executives work as 
interim managers and indepen- 
dent consultants in the UK. in a 
market worth £400m, up from 
£100m at the start of the decade. 

The UK Is not alone in embrac- 
ing Interim management Accord- 


ing to EIM, demand for such 
managers originated in the 
Netherlands, is growing rapidly 
in Australasia, Germany and 
Italy and somewhat more slowly 
in France and Belgium. 

In the early days of interim 
management in the 1970s, the 
main reason for employing such 
people was to fill a gap while a 
permanent executive was 
recruited. Since then, the role of 
interim managers has become 


more diverse. They are called on 
to improve the performance of 
troubled businesses, ones that 
are newly acquired or earmarked 
for disposal, and venture capital- 
ists' investments. They are also 
being used by organisations 
unsure about the sort of manag- 
ers they need. 

For example, when the West 
Berkshire Priority Care Service 
National Health Service Trust 
needed to hire a personnel direc- 


tor, it was uncertain about 
whether it needed someone with 
specific experience of the health 
service. It called on an interim 
manager from PA Consulting's 
interim management division, 
which convinced it of the attrac- 
tions of employing an “outsider” 
from the private sector. 

In another instance, the Trust 
wanted a director of information 
to set up a new department. II 
was unsure about the exact 
shape the department would take 
and the extent to which its activi- 
ties would be outsourced. It. 
decided to appoint an interim 
manager 1 “who - would not be 

bound by thinking of tha lrinri of 

department he would like to run 
in the long term”. 

Inevitably, there are some dis- 
advantages that come with a reli- 
ance on temporary executives. 
There may be a lack of continu- 
ity, a difficulty in building 
and a sense of uncertainty among 
other employees. Yet overall, the 
advantages of using interim man- 
agers are convincing. Employers 
benefit from greater flexibility, a 
different perspective and 
improved cost control. 

But what of the employee? 
Research last year by Sanders & 
Sidney, an outplacement special- 
ist found- widespread resentment 
of fixed-term contracts. Nearly 
everyone int e rviewed - employ- 
ers and employees alike - 
thought that fixed-term contracts 
favoured the employer, rather 
than employee. 

The idea that interim manage- 
ment exploits employees is firmly 
denied by the agencies serving 
the top end of the market John 
Gerry, a partner of EIM, points 
out that its London-based team of 
50 interim managers are often 
offered permanent Jobs, but pre- 
fer interim work. 

Yet there is a widespread 
agreement that interim manage- 
ment is a difficult life for people 
who are not financially secure. 
For this reason, interim manage- 
ment companies favour older 
people, in a reversal of the age 
discrimination that dogs them in 
the permanent job market “We 
seldom employ anyone less than 
45 as they are not usually finan- 
cially secure enough to take the 
insecurity," says Richard Foot, 
who hpgHs the Interim manage- 
ment arm at PA Consulting. 

He warns that interim manage- 
ment is a tough, demanding prop- 
osition. to which only a relatively 
small group of people is suited. 
"They need maturity, stature, 
charisma, strength of personality 
and leadership, ” he says. “This is 
not for less experienced people.” 
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refused to pay companieslike 

onrs.on Hie grounds that our* ''jtoor reasons for.befieyhog^.S ^ , 
business was Illegal. We knew 'Z - something is true, teec. peofple^:; 

. they had no case; it was j^A :. qtt»tton y^ nrthe nrinaie^t, ^ ' 
means of staffing paymejfe - ^' ' , .-" defeat, ffis ajgreat 
My legal bad^rom^ ZZtranS ' V 1 smnoaiiqg^all 
Vm coustaiffly hying esxpaiejme eteryUiin^^u^tti^ 

the company's totorests WhTch - - - so beCaose.K s&mpeqs yun'^^ 
makes me seem •' ^ Of course^ the down^te, 

ccnfruutalioimL Mark’s much- - be aH ttmTOXorpcunta Iaw3^ys ; ; 
more tactfiiL lf we have' a ■ ' rnbblngtheir hands."" : 

senior member of staff being '. r : .. y:,l -liZ :. - ^ - .JL. . 

awkward, he’ll sort it ont-If - ... jlOna L lffertV ' 


W hy become an interim 
manager? When GMS, 
an Interim manage- 
ment company, asked this ques- 
tion in a survey of 700 managers, 
the most common single reason 
it received was redundancy. 

But large numbers cited posi- 
tive reasons for going indepen- 
dent They wanted the flexibil- 
ity, the challenge, the variety, 
and an escape from company pol- 
itics. Some liked the Idea of 


working for themselves, others 
the opportunity to do unpaid 
charitable work, many liked the 
prospect of lengthy holidays. 

GMS also asked interim man- 
agers what they disliked about 
their jobs. The biggest problem 
cited was the uncertainty and 
irregularity of work. Another 
group complained of “lack of 
involvement, structure, control, 
continuity and team spirit”. 
Some people thought it was diffi- 


cult to get sufficient training. 

The idea that becoming an 
interim manager brings with it a 
more enjoyable lifestyle can be 
misleading. Several people said 
they resented the time they 
spent away from home. 

According to one human 
resources consultant, the main 
problem is “the binning of the 
line between private and busi- 
ness life”. “Guilt - when not 
working.” commented a commer- 


cial and marketing management 
consultant. “Hard work and no 
relaxation,” said a London-based 
financial consultant. 

The difficulty of planning holi- 
days was another drawback. “It 
is difficult to take long holidays 
due to the need to take opportu- 
nities as they occur," said a com- 
pany doctor. A few were uneasy 
about their image. A finance con- 
sultant felt he had a “lack of 
credibility in the eyes of clients 


who are permanent employees”. 

The problem, in part, reflects 
the diversity of people working 
as interim managers. According 
to a turnaround expert from Bir- 
mingham, there is s “poor image 
created by so many people on the 
fringe of the business purely 
because they have found them- 
selves out of work". 




CONTRACTS & TENDERS 


Political minefields await 


KCR 


S£g West Rail 


Qualification of Consultants 

Detailed Design and Supervision Services 


A mong the various reactions 
to the Lord Simon affair, 
one was wholly predictable. 
The row, for those not up 
on UK politics, was over a possible 
conflict of interest whether the new 
minister for European competitive- 
ness - and former chairman of Brit- 
ish Petroleum - should hold £2m- 
odd worth of BP shares. Last week 
the shares were sold, and the fuss 
died down. 

But it merely went to show, we are 
told, what we should have known all 
along. Lord Simon may be a splendid 
chap and a fine businessman, but he 
is a political najf. Management is a 
simple affair of profit and loss. When 
it comes to the complexities of pub- 
lic life, business people have little to 
offer. 

If so, Lord Simon is not the UK’s 
only worry. The Tory party is being 
re-organised by Archie Norman, 
chairman of the Asda supermarket 
chain. Another erstwhile head gro- 
cer. Lord MacLaurin of Tesco. is 
busy reforming En glish cricket. 

It seems to me that distrust of 
managers in public life has two 
aspects. The first concerns managers 
themselves. The second says that 
applying management theory to gov- 
ernment is a false analogy. 

Those who push the ad hominem 
argument have plenty erf material. 
Look at Lord Rayner, former head of 
Marks and Spencer, who made little 
headway in reforming the civil ser- 
vice. Or Derek Lewis, an executive 
from Granada, who was fired as 
head of Britain's prisons. 

Neither of these cases is clear-cut 
Rayner's mistake was to conclude 
that Britain's civil servants were in 
fact hi g hl y capable managers, who 
should be given more scope. This 
ran counter to the prejudices of 
prime minister Margaret Thatcher, 
so that was that. Similarly. Lewis 
may have been quite a good prisons 
boss. But he was caught in political 
crossfire, and his dismissal has since 


the unwary fat cat 


The Kowloon-Canton Railway Corporation (KCRQ intends to commence detailed 
design fur Phase I of West Rail, a 505km. double- tracked, electrified railway 
system serving Hong Kong's Northwest New Territories providing passenger 
services, with a maintenance depot and 9 stations. 


KCRC proposes to appoint qualified consultants to perform detailed design for 
the project for the following packages; 


■ DD-200 Yuen Long Section 
H DD-210 Tuen Mun Section 

■ DD-300 Tsuen Wan Section 

■ DD-40Q Sham Shut Po Section 

■ DD-600 West Rail Depot and Station 

The work wiH indude tivil/structurai, architectural, mechanical and eJectrkai 
design services, and administration and supervision of the Works. 


Consultants will be required to progress the design from a preliminary stage that 
is approximately 25% complete to a final design to allow construction of the 
Works. The Consultant will also be required to assist in the preparation of 
construction contract documentation. 


More detailed descriptions of the work activities will be included in the Pre- 
qualification Questionnaire. 


Requests for a Pre-qualification Questionnaire should be made on oorapany 
letterhead Iqr facsimile to the Kowloon-Canton Railway Corporation, Attention: 
Procurement Manager at (852) 2601-2671. Requests for questionnaires received 
by the Corporation after 22 August 1997 may be too late for consideration. 

KCRC .win, at its sole discretion, evaluate responses to the Pre-qualification 
Questionnaire. Those organisations which KCRC determines to be suitably 
qualified wiH be invited to tender. 

No communications in response to this advertisement wiD be accepted by KCRC 
except by facsimile at the above noted facsimile number. 

ftttaested firms are advised that this invitation of expression of 
Interest is only far the Detailed Design, which is a necessary part 
of the pfenning process, and that the construction of Phase 1 of 
West Rail will be subject is the approval or the Hang Kong Special 
Adariidstrathre Region Government In around September 1998. 


Kowio on-Can ton Railway Corporation 


Tony Jackson 


been the subject of public bickering 
between ex-ministers. 

The issue, in other words, may 
have less to do with the utility of 
managers in public life than with 
the competence of politicians to 
exploit it. If Tony Blair is serious 
about using executives, he should 
bear the point in mind. 

As for the use of management the- 
ory in the public arena, that is more 
debatable. A recent book. The Witch 
Doctors . describes how the US politi- 
cal establishment from President 
Clinton down is gripped by manage- 
ment-speak. Even the Pentagon has 
been known to describe war as “the 


ultimate benchmarking exercise". 

But by no means all public life is 
like business. It is the job of corpora- 
tions to win customers. I am not a 
customer of the taxman or the 
policeman. If I were, 1 could ignore 
them or tell them to go away. Our 
relationship with the state is much 
more complex than a business model 
would allow. 

At the micro leveL the argument 
can be reversed. Take the grocery 
magnates Norman and MacLaurin. 
Cricket and political parties have 
some things In common with busi- 
ness - for instance, the requirement 
to make money. Thereafter, 


they differ in being simpler. 

The head of a business is perpetu- 
ally confronted with - 'multiple 
choices: expand or contract, acquire 
or divest, change business entirely. 
In cricket and politics, these choices 
do not exist The Tory paity-has no 
option but to fight Labour at- the 
next election. England’s cricketers 
cannot opt to play With 20 men.; or 
switch to ping. pong. ' 

Perhaps this is Lord Simon*ff real 
problem. He is used to li^ complexfc 
ties of business. It was the. brutal 
simplicity of pottticathat caught him 
on the hop. •_ 
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One final ward an the^uhan-afEajr. 
If it seemed slightly tapeal,.that fe 
because it was one of those argu- 
ments that seem to bfe abcrid one 
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. . else. I suspect that Jew of thcefecter--. 
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interest*'- blind trusts^ and ’ sOjforih. 
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There is a daftjrifflcfeln^ aKait 
this. If l^bour--wanted^ta j^^t 
people with a good h®W>ftrf';Dusi- 
• fwas j it should, hgyfr ogcurl . 

party that snch.jetS^'-^r®^^ ■** 
making money j on';- t&eir 
. account tbat. th^Wr .to pojnflar 
parlance, far catel 1 'r~ : 

. - Equally daft- jig the. ideabthafc; 
private - wealth bf-ixdhlriecs^.fi | ^e r 
affected by.-tbriri.^ton^V^- 
first Thatcher 
slashed 

. do.not recaB- Tcay^renflCfiS offering 
to hand .baick-j^^;;.® 
take-home pay. • • 

- C<ane toitha^rwSejL^Bank of 
, England raised, lateral rat artaia 

week, how much cesfedjd tte 

nor Eddifi Geoige-Mv^.oavflapcw^ 
Should we not y -• 
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US managers need small talk and table manners as 
well as orthodox business skills, says Victoria Griffith 
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Suet questions may ssem trivial 
compared to higmandgement ques- 
tions such as leadership or innova- 
tion, but to executives uncomfort- 
able. at large-scale gatherings, 
those and other etixpiatte questions 
loom large- At a number, of US 
companies, managers' unfamiliar- 
ity with life's social graces has 
become- so. acute that instructors 
are being brought In for special 
courses. 

When the partners at the St 
Louis office of accountants Arthur 
Andersen went on a; two-day 
retreat last year, they (and their 
spouses) spent half their time in a 
session given by speaker Susan 
RoAne on how to get along at 
social and business events. P. J. 
Livingston, chief executive of the 
medical malpractice ..insurance 
group Washington Casualty, says 
RoAne’s pointers were important 
to his own success. “In these days 
of Impersonal service, email and 
faxes, a businessman can really 
distinguish, himself simply by 
being personable." he says. 

RoAne has given etiquette clas- 
ses to companies and has also lec- 


tured at business schools, inclnd- 
- ing Wharton and Chicago. 

While RoAne focuses on min- 
gling, the consultancy Chrysalis 
delves into the fine points of table 
■ dinting - Mary Crane, who heads the 
'' firm; says she instructs her clien- 
' tele an titbits such as where to 
place napkins when leaving the 
table' and which wines to choose 
for sgaedal dinner parties. 

_ The need for such information is 
growing with the breakdown of 
social instruction at home. “Our 
workers have grown up on televi- 
sion," says Larry Katzen, manag- 
ing partner for Arthur Andersen’s 
St Louis office. "They've lost the 
art of conversation, and that 
impacts the way executives do 
business. 1 don't care bow brilliant 
you are, if no one likes you, you 
won't win over clients.” 

Crane believes the lack of sit- 
down family dinners is making 
barbarians out of many Future 
business people, "When you eat 
most of your meals at Pizza Hut, 
McDonald's and Taco Bell, how can 
you be expected to learn the art of 
fine dimngT 

Moreover, new situations require 
new rules. Crane says a female 
lawyer she advises often finds her- 
self facing the same dilemma: 
should she or her male client be 
seated first in a restaurant? The 


answer, according to Crane, is the 
client, who is the guest Yet one of 
the most important lessons of eti- 
quette is not to be too dogmatic. If 
the client is uncomfortable, the 
female lawyer should sit first. 

Large business gatherings also 
need special tactics. Forget being 
fashionably late, advises RoAne. 
By arriving early, a guest may be 
able to bend the ear of a distin- 
guished person. "The CEO of the 
company that's hosting the event 
may be standing there for the first 
20 minutes with few people to talk 
to,” says RoAna "If you get there 
late, you've missed a chance to do 
some valuable schmoozing." 
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B reaking into a cluster of 
people is a common prob- 
lem. The first rule, says 
RoAne. is to avoid tete-a- 
tetes. "When two people are 
talking, assume it's intimate and 
leave them alone." In larger 
groups, she advises, move to the 
periphery of the group and try to 
make eye contact with someone." 

RoAne also gives pointers on 
how to extricate oneself from a 
conversation "The tendency is for 
people to say 'Oh, I'd better go and 
make the rounds'.” she explains. 
“But that sounds dismissive. It 
may be better to simply say ’I hope 
you enjoy the rest of tbe confer- 



- 


ence', party or whatever it is and 
walk off." 

The best way to make a good 
impression at a business gathering 
may be to cultivate a knack for 
small talk. Knowing what's going 
on in clients' industries is impor- 
tant; but being able to offer an 
opinion on a best-selling book may- 
be just as valuable. "These gather- 
ings have a business angle to tbem. 
but they are also social events.” 
says Crane. “It's probably a relief 
to a lot of people to talk about 


something outside tbe office. And 
when you meet someone you share 
interests with - whether it's yacht- 
ing or chess - you may have found 
a valuable business contact." 

And in case you were still won- 
dering, tbe name tag. according to 
RoAne. should be to the right of 
tbe bean, which places it in the 
line of vision during handshakes. 
And when more than six are seated 
at the table, says Crane, guests 
should start eating after the first 
few people have been served. 


Henley muscles 
in on LBS 

London business school 
may be in for a surprise 
this autumn when the 
Henley management 
college begins its next 
MBA course - on a campus 
in Regent’s Park, just a 
stone's throw from LBS. 

Until now, Henley MBA 
students have studied on 
the west London campus of 
Brunei university, which 
also awarded the degrees. 
But since Henley was given 
degree-awarding powers 
this year It has been 
looking for a new campus. 

The site chosen belongs 
to Regent's college, where 
the European business 
school already runs its 
undergraduate business 
programmes. 

Henley: UK, (0)1491 571454 

Thunderbird 

appointment 

Thunderbird, in Arizona, 
has appointed J. Donovan 
Penrose as associate 
vice-president for academic 
affairs. Penrose will be 
director of tbe school’s 
Master of International 
Management degree. 
Thunderbird: US, (602) 973 
7761 


Russian triumph 
for open courses 

Britain's Open university 
business school will begin 
a new distance learning 
MBA course in September 
- In Russia. The OUBS will 
offer the degree in 
partnership with local 
distance learning 
organisation, Link. 

Link has recently been 
accredited by the Russian 
Ministry of Education, 
which means that the 
OUBS is the first foreign 
school to offer courses 
accepted by the Ministry. 

OUBS: UK (0)1908 654321 

Cultural reward 
for b anke r 

The president of one of 
Spain’s leading financial 
corporations, Emilio 
Ybarra of the Banco Bilbao 
Vizcaya, bas been awarded 
the 1997 Juan Llado award 
in recognition of bis 
support for Spanish 
culture. The award is 
presented annually by the 
Madrid-based business 
school, the Instrtnto de 
Empresa, and the Ortega 
and Gasset foundation. 
Institute de Empresa: 

Spain, 1 562 25 60 


CONFERENCES & EXHIBITIONS 


BUSINESS EDUCATION 


IT/IS Outsourcing 97 

floxlblo, coalrollabl*, sucMuhil IT/IS outsourcing 

The right TT/15 opibiliiy, ScTiwraJ n die right con will nuke or break 
jmir buameti. The challenge for decuion makers a io maximise the 
value (har outsourcing ctn provide by negotiating (he right contract 
with Ac righi degree of flexibility and conrroJ. 

JT/1S Outsourcing '97 wil help you to meet this challenge. 

The Conference programme has been pur together by Morgan 
Chambers and will indude speakers from: 

1CI * Novartis Pharma GmbH • British Airways * RAC 
Esso • Inland Revenue • Royal Sun Alliance 9 SconishPmver 
For further details and a Rill conference brochure call 

+44(0) 181 910 7705 

lut|W/»w ^ 0 , tM wii»mfa«x»J^WP»^Con£laP T»A^t io n. hcml 

ourring97 

In aaocunon wirfc ibe Financial Tima and Computer VrU* 


FT World Motor Conference 

This major hukwwOvo cohlahwioo 
brings together prominent figures 
to discuss tacem developments 
■n the Mentations! motor Industry. 
New speakers acceptances 
Intiuda: Cartas Ghasn. Executive 
Vice President, Renault Croup: 
Tuve Johannesson, President. 
Volvo Car Corporation; Nick 
Schefile, Chairman and Chief 
Executive. Jaguar Cars Untied: 
Peter Hallman. President and 
Chief Executive Officer, TRW frier, 
Michael Dunne. President. 
Automotive Resources AstalJd. 
Enquiries: SUn Fancourf 
Tel: *44 171 896 2628 
Fax: +44 171 896 2696/2697 
e-mafl: stent®peermon-pracom 

Frankfort 


SEPTEMBER 10-11 
Working Hours Conference 

Everything you need to know about 
working hoot* packed ion two days. 
Implemeaitag and Managing 
Annualised Hours far Maximum Rcsatts 
and Hours af War* and ike Working 
Time Directive . 

Contact: Susan Mwgan at 
The Industrial Society. 

Tel: 0171 S3* 4300 Fu: 0I7i 830 3898 
LONDON 




Interns lional 
AID & TRADE ’97 

9:30am - 3*XJpm 

MatHsoo Square Gaidn, Rw Yotk 

Don't Rlfss This Unique 
Internationa! Trade Emit 

Vehldas. equipment, products end 
services needed Ur sustain UN 
peacekeeping operations and 
humanitarian missions throughout 
the world. 

120 companies Iron 24 countries, 
visit the UN Trade information 
Booths. Find out how your company 
can do business with the UN and 
humanitarian agencros in Una mufti- 
baton dollar market 

Network wiih trade officials from me 1 
UN member nations, missions., j 
Consulates and Embassies. 

Contact In Toronto, Canada: 
101+416-968-7252 
Fax: +41 S- 968- 7569 

USA 
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A top management Uasn to assess 
critical management issues to the 
gl oba l chemical ndustiy. 8 sessions 
and 35 speakers, Incfcidng: 

Charles Miller Smith, Chief 
Executive - tCl, Reger Hlri, 
President - Occktomt Ghamcai. 
Hlroahl liagakl, CEO • Tai/in, 
Lynn Goidmsn - US EtavottflMMal ! 
Protection Agency. Vincent . 
Colarco. Chairman • Cnuqptpn S 1 
Knowles, Jeanette Garralty, ! 
Senior Economist ■ BatMmerica. 
Papers ewer external and 
eompowive elements making an 
impact on chemical markets, 
pros poets lor specific chemical 
businesses, and market 
devstopmont strategies. 
Moteal w ww j n it axBgtopa 

Contact Uary Carrot 

Tel 718-876-330Q Fax 718- 720-4446 

MttftiM BeadL CaBfvnts USA 


SEPTEMBER 15-16 
Understanding Company 
Reports and Accounts 

•Tile Regpbwvy Fmxwodt •Accruing 
Standards • Accounting for Groups 

* Turnover. Pre-Tax Profits, Taxation, 
Dividends. Earning* per Share e Share 
Valuation • Cashflows • Profitability,' 
Liquidity. Solvency Undo*. 

2 day*. i&S+VAE Ccracc Fahpiace 
Tel: 0171 6239111 Fax: 01 71 039112 
bnemet: bupy/nwwJaiiplaccxoin 
E ma il: fanpbce@ fritpIacc.coRi 

LONDON 

SEPTEMBER 15-17 
Effective Negotiating Skills 

This course is s pprop na ic for financial 
salt in the support and sales function*. 

. * Principles of Negotiation 

- Negotiating Styles 

- Telephone Negotiations 

- Handling objections 

* Coring deals 

3 DAYS £825 + VAT 
Coniacc Fanplaoe 

Td: 0171 623 9111 Fax: 0171 623 9112 
LONDON 

SEPTEMBER 15-19 
Billing '97 

Comm Ed's 5th annual event 

The global meeting place for the Billing 
Industry. Wide range of topics centre! to 
Billing and Customer Care backed by 
full scale exhibition and supported by 

fraH i iw Cfl BU Bfl ka m inrfrufr v 

Tel: +44 171228 3227 
Fax: +44 171 228 3228 
e-mail; coofaenccsig'coinroctLconi 

PARIS 

SEPTEMBER 17 
Introduction to Project 
Management 

This course covers all the essential 
lacco of die project cycle: 

* Project identification and prep arati on • 
Planning and implementation • 
Monitoring sad control • Evaluation • 
Idcxtificalion of further needs • Time and 
peapfc management- Risk management. 

1 day £500 per person 
Contact: Fanplaoe 

Td: 0171 6239111 Fax: 0171 623 9112 
LONDON 
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The New Regime for the 
Regulation of Financial 
Services in the UK 

A Practical Guide for 
Financial Institutions 

One day amfeimra. 

Speakers Include Helen mdell MP, 
Economic Sacretmy, 

HM Treasury; Alastalf Clark, 
Executive Director. Bank of 
England; Jkfchad BBrtJC, Deputy 
Chief Executive, SIB; Richard 
Farrar*, Cttifif Executive, SFAand 
Phffip Thorpe. 

Chid Executive, iMRa 
City 5 financial 
TM 01483 720707 
Fax; 01483 740603 

- London 


SEPTEMBER 17-19 
Precious Metals Conference 

The success of Conferences l & 2 has 
led io a 3rd European Precious Meuif 
Conference for delegates from all 
sectors of die European precious metals 
industry. Attendees will include 
producers, manufacturers, consumer 
and financial institutions and the 
conference win address key economic, 
marketing, production and 
enviion menial issues. 

Contact: Monique Jones, Eurometaux 
Secretariat, 12 Avenue de Broqucville. 
1150 Bnmels. Belgium 
Tel: 322 775 63 1 5 Fax: J22 779 0523 

FLORENCE 

SEPTEMBER 16 & 19 
The Practicalities and 
Technicalities of preparing for 
EUROPEAN MONETARY UNK3N 

This aaring-edpe co nfo oi u e enables you 
to overcome the challenges, muster 
procedures and maximise opportunities in 
the tnosMion to a stogie European currency 
Enquiries: Paul Nevin, Risk Conferences 
Tel: +44 I7I487CTO7 
Fax: +44 171 4870715 

LONDON 

SEPTEMBER 23-24 
The Future of the UK Oil & 

Gas Industry 

A national conference to assess the 
prospects for the UK Oil & Oas 
Industry over the next 15-20 years. 
Speakers include: John Baltic MP, 
Heinz Rotbennnnd (UKOOA/Shell), 
Francis Gugcn (Amerada Hessj A 
George Watkins (Conoco (U.K.) Ltd). 
For details contact: Neil Stewart 
Associates (Tel: 0171 222-1280/ 

^ 1278> LONDON 

SEPTEMBER 30 
Measuring Customer Service 

An all day structured networking 
opportunity to discuss Customer 
Service issues with like minded 
professionals who want to leant 'best 
practice'. Expert speakers will start die 
discussion; then groups of participants 
examine the key issues. For this event 
and other customer service activities 
contact: The Customer Service Network 
Tel: 07071 5S7766 Fax: 01934 741313 
Email: csn@rouslonwnet.com 
LONDON 


9th FT World Mobile 
Communications 

Confirmed speakers include: 
Stephen Pettit, Cable & Wireless 
pic; Tomas Dufty, Telia Telecom: 
Maxlmfflan Ardert, V1AG; Michael 
Short, Cellnat; Mrs Jan Peters, 
Managing Director. One 2 One; 
Mr Thomas Beijer, Chairman, 
UMTS Fbnim; Klyoyidd 
TSujlmijra. NTT Mobile 
Commurdcatons Network; Inc; 
Allen Ma, Hongkong Telecom CSL 

Enquiries: Sian Fancourt 
FT Conferences 
Tel: +44 171 896 2626 
Fax: +44 171 896 2696 

®-*radI: alaiif@p««rson-projrocn 



OCTOBER 7-8 
Intelligent Systems & 
Software AgWits for Finance 

In-dcpth yet succinct information on 
the applications of novel technologies: 
international speakers from Societe 
Generate Asset Management: 
Elseware: Intelligent Financial 
Systems: AAA-Slm; Namur 

University; London Business School: 
Daimler-Benz: Econoslat: Boicsian BV, 
Carnegie Melton Lhrivereity; AFT Inc. 
UNICOM, c 01 B95 256 484 
f: 01895 813 095 

LONDON 

OCTOBER 13 - DECEMBER 1 
FT-City Course 
FT-Ctty Course takes place over eight 
weddy afternoon sessions, providing on 
excellent introduction to the worktop of 
the Ciiy of London. A u thori tati ve speaker: 
will include Mr Nigel Richardson. 
Yamridhi tatc mariorn l (Europei Limited: 
Mr ftxiJ Dex. L0TE: Mr David Coleman. 
CIBC Wood Gundy pic; Mr Give 
Loq^un. Association of British Iihuier. 
Conor Luanda Roberts, FTConfermcrs 
TO: +44 171 896 2120 
Fax: +44 171 8962696/2607 
Emaik hicmdaiispearaon-prtxcoin 

LONDON 




Commoiiweifli Business Fomm 
The Prims MHstasol Barbados, 
Canada, Singapore and the UK 
have already agreed to address 
Ms unique event, arranged on 
«» eve o! the 1997 Commonwealth 
Heads ot Govamment Meeting. 

The Forum wU provide an 
exclusive platform lo desktop 
further trade arto tovestmant withiri 
the Commonwealth. Industry 
contributors Include Chairman and 
CEOs tram Ashanti Gofctflelefs. 
BajajAuto. Eshom, Fletcher 
Chafenge.Habb Bank, HSBC 
Hokfings, New Africa Irrvesments. 
Stogapore Power and Transfield 
Defence Systems. 

Enquiries: Sarah Gibb 
Tel: +44 171896 2639 
I Fax: +44 171 896 2896/2697 
OHmaD: sarahg&peareoiHpraxom 


London 


London 


Conferences 
|& Exhibitions 


Conferences 

& 

Exhibitions 


OCTOBER 3 

The International Taxation of 
Electronic Commerce 

lBFD.’s International Tax Academy 
seminar, examining taxation 
impHotimw arising from die increase o( 
world trade condacted through 
cknranic channels. One day seminar. 
.Contact. Martino von dcr Weg. IBFD 
Intemxiiootl Tix Academy 
Tel: +31 -204526*7726 
Fox: +31-20-62fW357 

AMSTERDAM. 


OCTOBER 7-8 

Digital Money: New Era or 

Business as Usual? 

The burincaa impact of digital money - 
presentations by speakers from 
Hyperion; Bank of Ireland; Field fisher 
Waterhouse; Digital C ommer c e Society 
of Boston: SyucmkK Retail Banking 
Research; MONDEX; AT&T; Vbrifone; 
DigtCodi; IBM Smartconi: Cybercash; 
DigitaL 

UNICOM. 1 01 895 3M 484 . 
f; 01895 813 095 

LONDON 


OCTOBER 27 

Tha 2nd FT Diamonds Conference 

Confirmed speakers include the Hon D 
Majsng. Minister of Mineral Resources 
and wrier Altaic, Botswana; Mr5Kpben 
C Lussier. De Beers; Dr Joseph 
Lazarevich, Department of Indian Affairs 
& Northern Development, Canada; Mr 
Mike Mitchell, Argylc Diamonds, Mr 
Ashisft K Mehu, Kaniilal Chhotula and 
Mr Leon N Cohen. Codom he. 

Contact fT Conferences TO: +44 171 896 
2639 Fax; +44 171 896 2696/2697 
Email: lucindart6toearion-pro.com 

LONDON 


Increasing Corporate Power 
Through Knowledge 
Management 

TUb definitive conference on 
Knowledge Management and 
IntaHachal Capital 
Rflteass untapped knowledge in 
your organisation through 20 
s«ssions of practical advice and 


Speakers Include: Thomas Stewart, 
Fortune Magadn, 

A/tan Ward Ha^H» Space, 

Larry Pnsak, IBM Consuitleg 
Group. Kan Svelby, author 6 


Tbieirtiono Denise Allerc 
Tel 44 171 613 7505 Of 
Fax 44 171 613 3535 


Investment Opportunities 
in Banglaetesri 

Otgastised by FT Contoreoces. and 
trie Govemmenl o! Bangladesri. 
ffus one and a riall day event tor 
CEOs win locus on infrastructural 
investment opportunities within the 
Bangladesn power, petroleum, 
tetecommunications, water supply, 
transport and port facility sectors. 

The Forum wil be opened by the i 
Prana Minister of Bangladesh and 
speakers wil include trieMrasterot 
Finance. 

As invitations are limited you are 
strongly recommended to legster 
your interest eariy: 

Enquiries: Lucinda Roberts 
FT Conferences 
Tel: +44 171 8962120 
Fax: +44 171 B96 2696/2697 
e-rmfl:ludndar#paiiison-pnM»ni 

London 


The 9tt Annual FT Petro- 
chemical Industry Conference 

Ogarised to assoctauon with 
Chemical Manere. this ysare 1 
confirmed speakers indude 
Mr Btyan K Sendereon. Managtog 
Director, BP Chemicals; 

Mr Dan W Bolvin, President, NOVA 
Chemicals; Mr K G Ramanatrian. 
Chairman, tn&an Petrochemicals 
Ccttporauon, Mr Howard HomteU, 
Programme Cooidnator lor the 
Chemical Industry. UNECE Mr 
Wfeng Jiirtng. Chairman ol the 
Board, Shanghai Petrochemical 
Company, Vice President. Snopec: 
1* Over Nfcne. Chemicals and 
Petrochemicals Analyst. Banco de 
tovesti memos Gaxarata SA. 
Enquiries: Sarah Gibb 
Tel: +44 171 896 2639 
Fax: +44 171 896 2696/2697 
e-nwflh sarrtgtgtierescn-pracom 

London 


FT European Economic 
Monetary Union 

Focuses on the economic 
impact of EMU, the operational 
framework and the strategic 
implications for banks, capital 
markets and European based 
corporates. Speakers include 
The RtHon Kenneth Clarke QC 
MP; Mr Howard Davies, Deputy 
Govemer, The Bank of England; 
Mr G&ald Pfauwadef, Matff SA; 
Mr John Kemp- Welch, London 
Stock Exchange. 

Enquiries: Lucinda Roberts 
FT Conferences 
Tel: +44 171 696 2120 
Fax: +44 171 896 2696/2697 
e+nafl: tudndart&peareon-proitom 

London 
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1997 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade ICMB has built a solid reputation 
training executives from over BOO institutions 
and 80 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment 


1 Kevin Wilson August 18-22 

MODERN SECURITY ANALYSIS FOR 
PRACTITIONERS • 

2 Hashem Pesaran August 25 -29 

FORECASTING TECHNIQUES IN 
FINANCIAL MARKETS 

3 Richard Levich September 1-5 . 

EXCHANGE-RATE AND INTEREST-RATE 
ECONOMICS 

4 Stephen Schaefer September 8 - 12 
BOND PORTFOLIO AND INTEREST-RATE 
RISK MANAGEMENT 

5 Anthony Neuberger September 15 - 19 
THE USE OF DERIVATIVES IN ' " 

' PORTFOLIO MANAGEMENT *' 

G Giorgio Quests September 22 - 26 
IMPLEMENTING AN EFFECTIVE RISK 
MANAGEMENT SYSTEM 

7 Hans Genberg September 29-30 
THE ECONOMIC IMPLICATIONS OF EMU 

8 Mike Staunton October 20 - 24 
EOUrTY PORTFOLIO MANAGEMENT 

9 Alessandro Penati October 27 - 31 
GLOBAL ASSET ALLOCATION 

10 Rend Stulz November 3-7 

RISK MANAGEMENT TOOLS AND 
STRATEGIES 

11 David Cox November 10 - 14 

QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 

12 Salih Neftd November 17- 22 

ADVANCED MATHEMATICS OF 
DERIVATIVE PRODUCTS 


For our detailed brochure, please contact: 
Fabienne ScagJioia or Beatrice Candolfi 
ICMB 

Av. Blanc 49 

1202 Geneva, Switzerland 
Tel: +41-22/73195 55 
Fax: +41-22/731 95 75 
http://h 0 iwww.mige.ch/icmb 
e-mail icmb@hel.unige.ch 


Hnattnre Hittou 


ru On da 


Conferences 
& Exhibitions! 


The Conference & Exhibitions page 
appears every Monday. 

Listing the latest Conferences, Exhibitions, 
Seminars in the UK and Abroad. 

Advertise your conference to an unrivalled 
business audience by using this section. 

For information please contact 
Vivienne Eka 
Tel: +44 171 873 3507 
Fax: +44 171 873 3098 


LANGUAGE COURSES 


"AST Ef FEC 7 IVC. Ar + ORCAKLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


To advertise contact VMenn^k^!n4l4?7^7^507 
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BUSINESS TRAVEL 


Travel Update * Roger Bray 


Pay on arrival 


International travellers to 
the US will have to pay an 
extra $18 (£11) in taxes from 
October 1. Budget balancing 
measures include a new $12 
arrival charge, and a similar 
fee for departing passengers. 
There is currently a $6 
departure tax. But there is 
some compensation for 
business travellers. Ticket 
tax on journeys within the 
US will drop from 10 per 
cent to. 9 per cent 
immediately, plus a flat fee 
of $1 per flight segment. 
Eventually domestic 
passengers will pay 7.5 per 
cent and S3. As a spokesman 
for American Airlines notes. 


this will benefit customers 
paying premium fares: 
“They have been paying 
more than their fair share of 
air traffic control costs." 


unpleasant - the fever is 
accompanied by acute 
muscle pains and often a 
rash - it is rarely fatal. But 
the WHO also reports many 
instances of the disease in 
its more dangerous 
haemorrhagic fora. . 


Cover up 

Business in Malaysia? Use 
insect repellent and cover 
up against mosquito bites, 
even if there is no malaria 
risk in the part of the 
country you are visiting- 
The World Health 
Organisation warns that 
cases of dengue fever have 
almost doubled this year 
and says the outbreak 
should peak in the next few 
weeks. Although it is 


Accent prone 

Travellers booking flights in 
the US and Canada wifi, soon 
be able to telephone an 
automatic voice recognition 
system. It will stop them if 
it does not understand what' 
they are saying - mid even 
query whether they mean 
London, England or London. 
Ontario. On trial by 
American Express, it will 
tell callers flight availability 
and quote fares. Customers 


T here may be no wil- 
debeest sweeping 
across the plains of 
Torquay - as John 
Cleese pointed out in Fatuity 
Towers - but if you go jog- 
ging from the Berlin Inter- 
Continental you will encoun- 
ter them munching content- 
edly by the LandwehrkanaL 
Make two left turns out- 
side the hotel's main lobby 
and you join a quiet path 
along the back fence of the 
zoo where you'll find them 
in the first enclosure. 

There is no better way for 
a business traveller to attack 
jet lag than to go out run- 
ning after arrival. Disrupted 
meal schedules are a prob- 
lem when you change time 
zones, but whatever the 
hour back home, yaull be 
ready to eat after vigorous 
exercise. 

It is also an efficient way 
to counter the frustrating 
feeling that you have trav- 
elled halfway round tbe 
world to see no thing but air- 
port terminals and confer- 
ence rooms. 

Some hotels provide maps. 
The best I have found was at 
Toronto's Pour Seasons, 
where information included 
routes from 2.5km to 9km. 
advising on track conditions, 
rating them for traffic, and 
suggesting the best time to 
run. Go before breakfast and 
you could work up an appe- 
tite for lemon ricotta pan- 
cakes in the Studio Cafe. 

The trick is to stay some- 
where close to a park or 
waterfront. This requires 
careful planning. In Madrid, 
for example, the Ritz and 
Palace hotels are only min- 
utes from tbe greenery 


Roger Bray recommends a brisk jog to find 
a world outside airports on business trips 


CTOfi BACK to THH BOTAN/CAL SARD EM S AND SIMPC* 
ASK ANVONH THE WAY “TO THE WTZ.- WALTON, SANDERS 



and long paths of the Retiro. 

In London, stay close to 
Hyde Park and Kensington 
Gardens. Conveniently 
located hotels Include those 
on Park Lane - the Hilton. 
Dorchester, Grosvenor 
House or newly opened Met- 
ropolitan - the Hyde Park 
and Sheraton in Knights- 
bridge. the Royal Garden 
and Tara in Kensington. 

In early morning you 


could run along the canals 
in Amsterdam but to avoid 
tbe traffic, head for the 
extensive Vondelpark. The 
American Hotel is nearby. 

In Milan the Principe de 
Savoia. Duca di Milano and 
the Palace are all close to 
the gardens on the Viale Vit- 
torio Veneto. allowing you to 
run uninterrupted by the 
city's frenetic traffic. 

Sydney's Rltz-Cariton and 





■ wifi be able to feed in 
regular requirements, such 
as a preference for an aisle 
■seat In tbe longer term. 

. they should also be able to 
make hotel reservations too. 
but for tbe time being they 
wifi be transferred to an 
: seent Tbe system Is 
expected to be introduced 
- acnss Nortb America later 
this year. No date has been 
set fora European. launch - 
but wifi it be able to handle 
foreign languages? “Maybe 
rm exaggerating its . 

, capability,* says a .. . . 
skeswaman. “but we've 
1 tt on about 500 people 
with accents from - ' 
Brooklyn to Dallas and its 
responses were 95 per cent 
to97percent 
accurate. - 1 - 


Pacific heights 


A 300-room hotel 
ovalookrng the Pacific is •- 
set to be built in tbe 
Peruvian capital, Lima. - ' 
Managed by the Marriott 
chain, it will be 45 minutes 
from the airport. Part of a - 
retail and office complex in 
the Miraflores district, the - 
hotel -wifi have business and 
fitness centres, a pool and 
casino. 


Country talks ;. 

Brainstorming meetings at ' 
country house hotels are 
gaining popularity —but ■' ' 
they can cause serious ■ 
jealousy, back at the office. 

A survey of UK conference. 
organisers found that more - 


than half said they created: •; 
the wrung image, sending “a 
signal of relaxation rathe - ' ' 
than, hard work*’. : . r 

hi a jofl conducted by- .. 
meetings reservation ... .- 
specialists Banks ■ 

■ Sadler they voted ■;•- - 
Gteneagtes their favourite' \ 
country house hotel, ; . - 

followed by Dunstan Hafi -: 
(Norwich), Hanbury Manor'. 
(Hertfordshire)/ Hartwell ~ 
House (Aylesbury), U" - - 
Lainstoh House ■ " *■'. -' 
(Winchester). Middletbttpe ! ; - 

Hafi (York); New Hafl. 

(West Midlands), Norton;'";,'-' 
-House (Edinburgh), . ' 

Peehles Hydro (Scottish i _ 

. Borders), RedWOrthHatf. ' . 
(Darlington), Tnrnbenry 
(Ayrshire) and Wood Hall;: 

(Wethafryjf 


Likefy viMttttf' ! ‘‘ l s 


.-Sr^VVi 


V'- .. 





On the run away 
from nowhere 


though you should not jog 
alone. Alternatively, if you 
stay at the World Trade Cen- 
tre Marriott in the financial 
district, you have two 


Inter-Continental are within 
a few paces of the botanical 
gardens. The best place to be 
in Paris - unless you stay at 
the Trianon Palace in the 
park at Versailles - is near 
the Tulle ries. The Crillon 
would do nicely, as would 
any hotels on or close to the 
Rue de Rivoli, such as tbe 
Meurice or tbe LottL 
In New York, choose a 
hotel close to Central Park, 


New this month: Annual Reports from Halma, Pilkington, LVMH - Moet Hennessy Louis Vuitton. 
Kewill Systems, BPB, Victory Corporation. Scapa Group. London Clubs International. Raittrock and 
ED & F Man Group For free copies, phone +44 181 770 0770 or fax +44 1S1 770 3822. 
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options. You could brave 
traffic fumes and run across 
the Brooklyn Bridge and 
back - or you could stay 
indoors, resorting to the 
hotel’s own 22nd floor track. 

Waterfronts can be frus- 
trating. What promises to be 
a car-free path suddenly 
turns Inland and becomes a 
sidewalk. The attractive 
lakeside promenade near 
Toronto's Royal York Hotel 
Is a case in point 

But stay at the Westin 
Bayshore in Vancouver and 
you can run around Stanley 
Park, with seaplanes talcing 
off from the harbour and a 
glorious view of the Coast 
Mountains rising to the 
north. Or put up at the Bay 
Hotel, on Cape Town's 
Camps Bay, and you can run 
for miles by the Atlantic. 

Even when you have over- 
come the embarrassment of 
negotiating lifts in smelly 
shorts and T- shir t, there are 
hazards to overcome. Poor 
air quality in some places 

nan malr p r unning rniwiss 

Stay at the Nile Hilton in 
Cairo and you can jog along 
the river, bnt it won't do 
your lungs any good. Tbe 
same goes for running by 
the Danube in Budapest 

Snapping dogs are also a 
threat and in Delhi you 
might need to sprint across 
the road to avoid the odd 
pack of monkeys. Of course, 
you could avoid the risks by 
using the hotel fitness centre 
- but you won’t see any wil- 
debeest 


Finding a good guide for global business 
trips is essential, writes Gillian Upton 


Knowing the ropes 


K nowing what tbe 
banking hours are 
and which political 
hot potatoes to steer clear of 
in conversation can under- 
pin the success of many 
business trips. 

A good guidebook should 
provide you with such essen- 
tial information taking 
its advice can also save valu- 
able time. The drawback is 
that guidebooks geared 
exclusively for the business 
traveller are rare. 

Those who want to do 
their homework have to con- 
tent themselves largely with 
guides targeted at tourists. 

The Economist launched 
Business Travel Guides In 
the mid-1980s but they 
ceased publication in 1991 
due to poor sales. 

Stephen Brough, editorial 
director of the guides' pub- 
lishers Profile Books, said: 
“We all thought there was a 
great market out there but 
travellers preferred ordinary 
travel guides.” 

Fortunately, ordinary 
travel guides have moved on 
from tbe backpackers' man- 
uals they once were. There 
are those on the market 
now. such as Eyewitness, 
Dorling KJndersley and 
Insight Guides, which resem- 
ble pages from Vogue. 

Glossy and heavy on atmo- 
spheric pictures, they sell at 
£12.99 to £15.00. 

Mid-range and more suit- 


able for business travellers 
are those such as Cadogan 
which are much stronger on 
information, listing places to 
stay, what to see in the area, 
visa requirements, how to 
get around, opening hours, 
and so on. They are priced 
between £L0.99-£12£9. 

The American Express 
guides started off with great 
promise hut lost popularity 
when they changed from 
pocket-size to paperback. 

On customs and general 
background to a country the 
Culture Shock series is prob- 
ably the best Published by 
Kuperard, prices range from 
£7.99 to £839. 

To update yourself on cur- 
rent affair s, Pocket Books 
from Economist Publications 
(£10.99) cover history, poli- 
tics, society, foreign policy 
and statistical data such as 
GDP and population. 

For short, city-based busi- 
ness trips, the choice of 
guide is greater but not nec- 
essarily any better. Berlitz 
Guides give an overview.. 
Priced between £3.50 and 
£4.99 and pocket-sized too, 
they are no thing if practicaL 

More in-depth are the 
Time Out city guides (£9.99), 
although their choices of 
venues are on the trendy 
side and there is a limited 
list of cities (Barcelona, 
Brussels, London, New York, 
Paris, Prague, Rome, San 
Francisco and Sydney). . 


But in their favour they do . 
what they do best - listings 
of restaurants, hotels' and 
places to see - rather than 
long essays. Another. list-, 
ings-based guide book is 
Access. 

Lonely Planet and Rough 
Guides have been saddled 
with a backpacker’s image 
but tbe Rough Guide has 
been trying to re-establish 
itself to a wider audience. 

Pore culture vultures need 
look no farther than the 
Blue Guides. Covering sub- 
jects. such as 'city planning, 
architecture and museums. 

There is -no one generic 
guide recommended to every 
country in the. worlds but 
London-based travel books 
specialist Daunt Books rec- 
ommends the following list 
to some popular business 
destinations: 

Barcelona - Time Out 
(£939); 

Brussels - Cadogan 
(£12.99), Time Out (£9.99) or 
Michebn (£8-991; 

India - Indian Companion 
by Louise Nicholson (Head- 
line) (£14.99): ‘ 

Paris - Cadogan (£12.99); 

Frankfort - Insight 
Guides (£1259); - - 

Milan - Cadogan (£1299); 

Moscow A St Petersburg • 
Cadogan (£14.99); 

New York - Access Guide 
(£9.99); 

Prague - Dorling Kinder- 

sley (£1239). 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


TODAY 


British Steel 7p 
BT Finance 8%% Gtd. Bds. 


1999 $437.50 
Do. 8.765% Gtd. Bds 2009 
$438.25 

Chube Electric Power 6%% 
1999 £67.50 

Kobe (of City) 8%% Gtd. Bds. 
1999 $443.75 

London Merchant Securities 
4p 

Do. 10.5p 

Do. Defd. 10.5p 

Mazda Motor 5.1% Bds. 2000 

Y51 0.000 

Do.FRN. 2000 Y22.829 
Morgan Stanley Equity Pref. 
Eq. Red. 4.781 25p 
National Power $1.5634 
NFC 2.5p 


ninghai 
Soc. FRN. 1999 £166.99 
Latham (James) 5p 
Nova Scotia Province of) 
$154.13 


UMECO 3.7p 


Penna Hldgs. Ip 
Royal Bank of Scot 916% 


Undtd. Sub. Bds. £95 
Shikoku Elect Power 6%% 
Bds. 2003 $62.50 
TLG2.9p 

Woolwich Sub. FRN. 2012 
£173.29 


■ FRIDAY AUGUST 15 
Abbot Laboratories $0.27 
Bank of Scotland (Gov.and 
Co.) Sub. FRN. 2000 
$45,467.11 


Barlo Grp. IR0.7pj 


Readicut Inti. 1.95c 


Regalian Props oJp 
Sterling Inds. 6.8p 
Trinity Care 3.4p 


■ WEDNESDAY AUGUST 13 

Dawson Inti. 1.8p 

Nordic Invs. Bank 7.75% Nts. 

1998 £77.50 

SutdWfe Speakman 0.67p 
Vosper Thomycroft 18.5p 
Yates Brothers Wine Lodges 

2.88p 


Victorian Public Auth. Fin. 
9%% Gtd. Bds. 1999 £96.25 


Whitecroft 3-25p 
Do. 5.1 % Cm. Pf. 2.55p 


■ TOMORROW 

Archer dedicated 0.8p 
Babcock Inti. 0.875p 


■ THURSDAY AUGUST 14 
Barcom 0.5p 

Brockhampton Hldgs. 2.75p 
Do. Non. Vtg. 2.75p 
Century Inns 2.3p 
De La Hue 16.5p 
Deftron Electric Ip 
Metrotect Inds. 0.65p 
SDX Business Systems 0.8p 
Storehouse 4.6p 


Borsodchem HUF120 - 
BTP 7.7p 
Castings 3.55p 
Chester Asset Rec No.3 Ass. 
Bkd. FRN. 2003 $1,663.56 
City Mortgage Rec 1 Mart 
Bkd. FRNT«23 £46.90 
City Mortgage Rec 2 Mart 
Bkd. FRN. 2023 £51.55 
City Mortgage Rec 3 MorL 
Bkd. FRNT2023 £49.79 
Da Class B MorL Bkd. FRN. 
2023 £68.39 

City Mortgage Rec 4 Mort 
Bkd. FRNT2028 £55.02 
Do. Class B Mort Bkd. FRN. 

2028 26839 

City Mortgage Rec 5 MorL 
Bkd. FRN. 2032 £46.98 
Do. Class B MorL Bkd. FRN. 
2032 £79 

City Mortgage Rec 6 Mort ’ 
Bkd. FRN. 2029 £54.69 
Do. Class B MorL Bkd. FRN. 

2029 £68.39 


Colgate-Palmolive $0,275 
Courtaulds $ai967 
Cropper (James) 3.4p - 
MacDonald Hotels 3p 
Marsh & McLennan Cos $0.50 
Microgen Hldgs. 2.4p 
Pffldngton 3-25p 
Prospect 2 Nts. 2005 
£1,671.16 

Do. Class B Nts. 2007 
£1,739.18 

Do. Class C Asset Bkd. 2010 
£882.19 

Ramsden (Harry) Ip 
Sanwa Bank Canada FRN. 
2005 $1,613.19 
Scapa Grp. 5J2Bp 


Scottish Met Property 1014% 
16 £5.12* 


Mort Db. 2016 £5.125 
Sheriff Hldgs. 2.35p 
Sonar 1 MorL Bkd. FRN. 2021 
£133.74 

Do. Class B Mort. Bkd. FRN. 
2021 £192.82 

Do. Class C Mort Bkd. FRN. 
2021 £214.16 
Tanjong M$032 
Vodafone 2.45p . 

Wamhomes 3_Z5p 


■ SATURDAY AUGUST 16 
Brit Gov Stocks -2%% Linked 
Treas 2013 £2.1636 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Applied Holographies, 22, 
Sedling Road, Washington, 
Tyne and Wear, 11.00 
RPC Grp. 12 Suffolk St. 
S.W. 11.30 
BOARD MEETINGS: 
Interims: 

Kode Int 


■ WEDNESDAY 
AUGUST 13 


TOMORROW 


COMPANY MEETINGS: 
Mansfield Brewery, 
Mansfield Civic Centre, 
Chesterfield Road. 
Mansfield. Nottinghamshire. 
12.00 

McDonnell Information 
Systems, London Chamber 
of Commerce, 33 Queen St 
E.C., 12.05 
Taverners Tst, 99, 
Charterhouse Street. E.C., 
12.30 

BOARD MEETINGS: 

Finals: 

VDC 

Interims: 

City Centre Restaurants 

Easynet 

Epwm 

General Accident 
Glynwed Int 
Holliday Chemical 
Morgan SlndaH 
Sedgwick 
Smith & Nephew 


COMPANY MEETINGS: 
Mountview Estates, New 
Connaught Rooms, Great 
Queen Street. W.C., 1 1 .30 
Saf eland, 144, Great North 
Way, N.W.. 11.00 
St James Beach Hotels, 
Adelaide House, London 
Bridge. E.C., 11.00 
Schroder UK Growth Fund, 
33, Gutter Lane, EC., 3.00 
BOARD MEETINGS: 

Finals: 

Games Workshop 
Interims: 

BICC 

Flying Flowers 
General Cons 
Independent Insurance 
Life Offices Opportunities 
Tst 

Millennium & Copthome 
Rosebys 


Interims: 

Foreign & Colonial IT 

Orange 

WPP 

Xenova 


■ FRIDAY 
AUGUST 15 


COMPANY MEETINGS: 
Fuller, Smith & Turner, 
Griffin Brewery, Chiswick 
Lane South. Chiswick, W„ 
11.00 

BOARD MEETINGS: 
Finals: 

Grosvenor Inns 
Interims: 

Burlington 
Crown Eyeglass 
Flextech 
JKX Oil & Gas 
Johnson Grp Cleaners i. 


■ THURSDAY 
AUGUST 14 
COMPANY MEETINGS: 
Jarvis Hotels, Jarvis 
London Embassy Hotel, 150, 
Bayswater Road, W., 10.00 
Orb is, The Institute of 
Directors, 1 16, Pall Mall, 
S.W., 11.30 
TBI, Marriott Hotel. Mitt 
Lane. Cardiff, 12.00 
BOARD MEETINGS: 

Finals: 

Kleinwort High Inc 
Media Business 


Company meetings am - 
annual general meetings 
unless otherwise stated. 


Please note: Reports and : 

accounts are not nornieAy. 
available until approximately, 
six weeks after foe board 
meeting to approve the - T" 
preGmtnary results: \ 

This list is not necessarily - - 
comprehensive sne? .. • 
companies are no longer 
obliged to notify' the Stock- ; 
Exchange of hmn inept. „ 
announcements. 
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Edinburgh 

: Tta E**wsh Fasttwil beg*®.. * 
ForiJshtw wwra ifweitj* '? : V. 

: 'Rayticu» ; > - 1 • 

•i 4 

V ^ph^Bwsj^ 

.'-French produc&hof 7f» . 
WflArfelfe made a strong 



; v as*jbwifrF«^ . 

• • WBaataii far *fnain;ra jfttha v. 

7 Sfinbur^Boyal Lyceum Theatre 
from tonight to Tuesday^®, : 
faaicw footing for the restof . 

. 1997JD Nottingham.- Diibfin. . 

Home. Madrid Paris, Orleans. . . 
'aridPortyg* ’ 

T^Ejsuiah wito-rfwctor .• 

: fjatifi. Moan fuses theatre, ffirh. . 

muse and dance fri Biirtchd b? 

" Love (C&pda tie ftnor). a satiric 
' soap opera , presented t>y La . 
Cubans rompanyi that has 



played to capacity audiences In 
Barcelona and Madrid for almost 
three years. The production 
opens tomorrow night at the 
Edinburgh International 
Conference Centre. 

HEREFORD 

Highlights of. this year's Three 
Choirs Festival opening on 


Saturday, include the premiere of 
a new choral work by Judith 
Bingham and an orchestral 
concert conducted by Sir Roger 
Norrington. The festival, which 
runs for a week, has several 

rarities from the 20th century 
British choral repertoire, including 
John Gardner's Cani/ones Sac-rae 
and Paul Patterson's Te Deum. 


AMSTERDAM 

“Whistler and Holland", opening 
at the Rijksmuseum on 
Saturday, is devoted to 
paintings and etchings inspired 
by James McNeill Whistler's 
visits to the Netherlands 
between 1863 and T902. The 
exhibition includes his pointings 
of Amsterdam and Dordrecht, es 
well as works by Dutch artists 
who were influenced by his 
approach. 

LUCERNE 

Thanks to the astute 
programming of Matthias Bamert 
(tar right), the 1997 lucerne 
festival is more heterogeneous 
than ever. There will be a large 
Schubert retrospective, a focus 
on German composer Wolfgang 
Rihm, a whistling contest, a Pops 
concert and the Swiss premiere 
of Ronald Harwood's play about 


Furtwiingler. Plus the usual line- 
up of leading orchestras from 
Amsterdam, Berlin, Milan. Oslo 
and Vienna. 

ESSEN 

One of the most important 
exhibitions in 
Germany this 
summer is 
"Bruegel- 
Bnjegel. 

Flemish 
painting 
around 
1600". With 

more than 170 
paintings and 
drawings, it lays 
special emphasis on the work cf 
the two Bruegel sons. Preter and 
Jan. The show opens at Villa 
Hagei on Saturday and runs until 
November, after which it will 
travel to Vienna and Antwerp. 



! LONDON 

Battersea Arts Centre Is offering 
a rare chance to see Peter 
Maxwell Davies's (below, left) 
chamber opera The Lighthouse 
(1930). in a production by Inside 
Intelligence directed by Robert 
Shaw. The work is an intense 
musical drama exploring 
events leading up 
to the 
mysterious 
disappearance of the 
three keepers at the 
Flannan Isles lighthouse 
in 1900. The production 
opens tomorrow and runs 
till August 24. 

Cher/I Campbell returns to the 
London stage on Thursday, as 
Mine Arkadina in 77ie Seagull 
! at the Donmar Warehouse, 

> beside Joanna Roth and 
| Duncan Bell. Stephen Unwin 
' directs. 



The bad boy 
of Salzburg 
comes good 

Gerard Mortier arrived as director of the festival 
with a mission to antagonise. He has now won the 
establishment over, writes Andrew Clark 



Gerard Mortier ‘Only by doing things that cannot be seen elsewhere will Salzburg stay on top' 


S uizburg is deafcningly 
quiet. Not in the 
streets, as herds of 
noisy, sweaty tourists 
troop through the his- 
toric old city from dawn to dusk. 
Nor in the festival theatres, 
which this summer host a bigger 
programme than ever. 

No. the quietness comes from 
Gerard Mortier. the short, flam- 
boyant Belgian who has been 
artistic director of the festival 
since 1991. Mortier is no longer in 
confrontational mood- He is 
cheerful, emollient, conciliatory. 
He has survived all attempts to 
torpedo his festival reforms. He 
has reached an accommodation 
of sorts with former antagonists 
like Peter Stein and the Vienna 
Philharmonic. The Viennese 
press. Mortier's longstanding 
scourge, has lost its sting. And 
what could have turned into this 
summer's Skandal was averted, 
when the composer Gydigy Ligeti 
waited till after the first night to 
denounce Peter Sellars’s new pro- 
duction of his opera Le Grand 
Macabre. 

Yes. Salzburg is deafeniugly 
quiet. “After a while," says the 
conductor Christoph von Dohn- 
anyi. one of Mortier's oldest pro- 
fessional associates, “if you are a 
mature person, you realise it 
doesn’t make sense to change 
things by saying you're going to 
change them. You do it. Thai’s 
what Mortier does now. He 
doesn't care so much about the 
reaction, who's for or against 
him. He makes his mistakes, we 
all do. But be has calmed down 
in the sense of being less aggres- 
sive. Everyone has learned his 
lesson. Don't talk. Work." 

Mortier. 53. arrived in Salzburg 
with a mission to sweep away the 
conservative, commercial culture 
which prevailed under his prede- 
cessor. Herbert von Karajan. For 
his first few festivals, however, 
his public pronouncements 
suggested his real mission was to 
antagonise. He accused Salz- 
burg's traders of shamelessly 
milking the festival, be chastised 
record companies for trying to 
dictate the programme, and ridi- 
culed the “provincial 1 ' mentality 
of his colleagues on the festival 


Kura tori urn. Art should chal- 
lenge and not merely entertain, 
he said. In the process, he upset 
just about everyone, and seemed 
to like it that way. 

But last year, when it had to 
decide whether to renew his con- 
tract til! 2001, Salzburg meekly 
signed on the dotted line. The 
city fathers saw that, even if they 
didn't like the more radical 
aspects of Mortier's programme, 
business was as good as ever. 
More important, they realised the 
festival had to move with the 
times. Mortier's agenda embraced 

‘Everyone has 
learned his lesson . 
Don't talk. Work ’ 


the great 20th-century repertoire, 
internationalism, youth, infor- 
mality. experimental art. accessi- 
bility - all of which Salzburg had 
lost sight of in its obsession with 
the past. OK, so some of the 
directors and -designers he Intro- 
duced were not to everyone's 
taste, but their shows were 
talked about 

"Most people accept him now.” 
says Elke Polzer, whose ticket- 
shop on the Residenzplatz is a 
barometer of the festival's com- 
mercial fortunes. “He's opened 
too many doors for anyone to 
start shutting them again. It's 
only a minority who want to 
return to the old ways." 

S entiments like these 
have made Mortier 
more secure in himself. 
He has marginalised 
powerful opponents like 
Riccardo Mutl. secure in the 
knowledge that there is no short- 
age of talent to All the gap. 
Valery Gergiev, who made a sen- 
sational Salzburg debut last week 
conducting Boris Godzmov. heads 
the list: he and Mortier are 
already discussing future pro- 
jects. The younger generation - 
conductors like Marc Minkowski 
and a raft of up-and-coming sing- 
ers - are making their presence 
felt Senior figures like Claudio 


Abbs do and Lonn May /.el. who 
admire Mortier's ideals if not his 
personality, are hnpp> to lake 
part. Mortier's achievement has 
been to make Salzburg buy his 
festival concept, turning this 
Kleins tadt into an international 
cultural exchange. 

There is still plenty to fault. 
With nine- opera productions this 
summer, spread out over six 
weeks, the programme looks a bit 
like a well-oiled machine, lacking 
dear peaks or the spark or origi- 
nality. And it is too much of a 
mosaic; the defining style that 
Nikolaus Harnoncourt brought to f ■ 
Mortier’s first four festivals has * 
vanished. Harnoncourt repre- 
sented fresh insights, a new 
approach, a voice that translated 
the classics for a new generation, 
in performances that - as in 
Karajan's day - were unique to 
Salzburg. But Harnoncourt 
became disenchanted with tbe 
festival's size, its compromises, 
and the lack of consultation he 
felt was his due. There is no one 
to replace him. 

The other great hole in the fes- 
tival's heart is a coherent style 
for Mozart's operas. Patrice Cher- 
eau's Don Giovanni in 1994 was a 
re-cooked version of an abortive 
Bastille project. Luc Bondy's Fig- 
aro two years ago was a flop. 

This summer’s Mitridaie is one of 
Jonathan Miller's somnambulist 
efforts: Entfbhrung has been 
turned into a Palestinian hostage 
drama, and Achim Freyer’s new 
Zauberflote is set in a circus. 

Has Mortier lost tbe touch 
which he showed so brilliantly in 
Brussels? His penchant for fash- 
ionable smooth-talkers like Sel- 
lars and Bob Wilson seems to be 
leading the festival down a blind 
alley. Wilson, director-designer of 
Pelleas. is all style, no substance: 
Sellars’s Macabre was miscon- 
ceived and dramatically shape- 
less. For all these shows Mortier 
has maintained top-of-the-market 
prices, but there have been very 
few top-of-the-market singers. 

Even so, the Salzburg estab- 
lishment is not complaining. 
Mozart, the composer who bank- 
rolls the festival, is represented 
this summer by five operas. Hav- 
ing done bis duty by the city's 


most famous son. Mortier is free 
to fill the Grosses Festspielbaus 
with 20th-century classics - Pel- 
leas, Macabre and Woczeck. the 
latter in the exemplary Stein-Ab- 
bade production seen at Easter. 
No other festival could risk such 
a nou-populist programme and 
hope to fill 2,200 seats a night. 
With prices up to Sch4JJ00 (£210). 
tickets are hard to sell - but Mor- 
tier can caver any deficits with 12 
sold-out evenings of Zauberflote. 

By the standards of other festi- 
vals. Salzburg’s resources are 
huge. It needs a budget five times 
the size of Edinburgh's for the 
same number of tickets. Of 
course, such comparisons are 
misleading. Edinburgh buys in 
ready-made productions, Salz- 
burg initiates its own - which 
gives its director far greater 
scope to propagate his artistic 
vision. And the sudden realisa- 
tion that he has only four more 
years in which to do so has con- 
centrated Mortier's mind povver- 
lUHy. 

He has set three priorities: a 


series of commissioned works, a 
further tranche of 20th-century 
classics, and a new cycle of the 
da Ponte operas. The world 
premieres will include a ■‘musical 
play" by American film director 
Hai Hartley, an opera with film 
and computer music by Kaija 
Saariaho. an azione sacra by Luc- 
iano Berio and a George Benja- 
min opera. Mortier is also aiming 
to produce Weill's Mahagormy. 
Busoni's Doktor Faust. Henze's 
We Come to the Rii'cr. two Jana- 
cek operas and Stravinsky's bibli- 
cal works, bringing his 10-year 
tally of 2uth century operas to a 
remarkable 20. 

Bryn Terfel will sing his first 
staged Don Giovanni in 1999 and 
Abbado will conduct liis first Cosi 
in 2000. Simon Rattle has agreed 
to tackle Figaro in 2001. on condi- 
tion that be has the same Vienna 
Philharmonic musicians for 
every rehearsal and performance. 
No other conductor has suc- 
ceeded in imposing such terms 
on the orchestra, and it could be 
a major source of conflict Mor- 


tier's other plans include Don 
Carlo next year, an Abbado-Stein 
Simon Boccanegra in 2000 and 
concert series devised by Rattle. 
Ashkenazy and Pollini. 

W ith this sort of 
program me. 
Salzburg can put 
up with Mortier 
for another four 
years. Already, however, there is 
talk of life after Mortier. The 
favourite to succeed him is Alex- 
ander Pereira, an Austrian who 
runs tbe Zurich Opera House. 
But Mortier dismisses sugges- 
tions Lhat Salzburg will revert to 
its bad old ways when be goes. 
“You can't go back to being a 
touristic festival." he says, 
“because there are hundreds like 
that today - Salzburg would find 
the competition too great. The 
key to the festival is what you 
put in the programme, not the 
number of stars you engage. 
Only by doing things that can’t 
be seen elsewhere will Salzburg 
stay on top.” 


Theatre 

The pity 
of war 

E arly in 1943 the rem- 
nants of the German 
sixth army, facing wipe- 
out at Stalingrad and 
forbidden to withdraw or surren- 
der. were ordered to write their 
final letters home. The letters 
were never delivered: after a 
failed attempt to use them in a 
propaganda book, they were 
destroyed. However, the book's 
author made copies of those mis- 
sives in which he found what 
would now be called “human 
interest". These are tbe letters 
which Matthew Mills has trans- 
lated and adapted for Clarion 
Theatre Company’s Last Letters 
From Stalingrad at the Bride- 
well. 

It seems a magnificent idea for 
a pity-of-war play, but for some 
reason is does not come ofT. Pos- 
sibly a fringe theatre at the 
1 close, clammy height of a Lon- 
don summer is not the best envi- 
ronment in which to summon up 
the ravages of the worst Russian 
winter for 250 years, but this 
should not matter. Mills, direc- 
tor Chattie Salaman and the cast 
of four men and two women do 
their best to open np the action: 
soldiers* recitations of their 
letters are interrupted by taped 
artillery fire which leads them to 
scramble for cover; messages are 
alternately read by their writers 
and their recipients, as tbe 
bleakness of existence at the 
front is inter-cut with relatively 
everyday scenes from the home- 
land. At one point the men act 
out an account of a grand piano 
being discovered in a ruined 
bouse and dragged on to the 
street, where a soldier plays the 
Appassionato upon it. 

The company sense the human 
tragedy in these letters, but do 
not comm uni cate it to us. Their 
acting is a matter of efficiency 
and workmanship rather than 
empathy. At one of two points 
the use of taped material under- 
mines the goings on on stage: 
the final poignant farewell, of a 
young officer in bis letter to his 
higher-ranking father, is deliv- 
ered in untranslated German, 
but its tone of official leave-tak- 
ing m as kin g despair is swiftly 
destroyed by a portentous clos- 
ing voice-over. Such moments 
aside, all the ingredients of a 
powerful piece are present, but 
over these 70 minutes they fail 
to gel. One is left with a desire to 
read the source material in order 
to encounter its intensity 
directly rather than settle for 
this unaccountably unsatisfying 
presentation of it. 

Ian Shuttleworth 


Bridewell, London EC4 until 
August 16 (0171 936 3456). 



■ AMSTERDAM 

EXHIBITION 
Van Gogh Museum 

Tel: 31-20-570 5200 
Second of four summer 
exhibitions of drawings by Van 
Gogh. This time it is the turn of 
the works produced when the 
artist lived in Nuenen, 1883-1885. 
The exhibition is shown in two 
parts, with a changeover on Aug 
18; to Oct 12 


II DROTTNINGHOLM 

OPERA 

Drotfcrangholrns Stottst eater 
Tel: 46-8-4570600 
Orfeo: Swedish premiere of Luigi 
Rossi's 1647 version of the 
legend or Orpheus, The producer 
is Jack Edwards, the musical 
directors Stephen Stubbs and 
Paul O'Dette. With the 
Drottningholm Theatre Ballet and 
Orchestra: Aug 12, 14, 1 6 


■ EDINBURGH 

Edinburgh International Festival 


Tel: 44-131-473 2000 
CONCERTS 

Archive Recordings: as part of the 
Festival's 50th birthday 
celebrations, the Music 
Performance Research Centre at 
the Barbican Library has loaned a 
selection of archive recordings of 
concerts given during the early 
years of the Festival, which can 
be heard Mondays to Saturdays 
from 11 to 30 Aug. Featured 
artists include Maria Cal las on 
23rd, Joan Sutherland on 26th 
and Leonard Bernstein 
conducting the LSO on 28th, 
Tickets cost £2. most recordings 
last 45 minutes and begin at 
2.15pm (1.30 on Sate); from Aug 
11 to Aug 30, at the Queen's Hall 

DANCE 

• Fish: by the Bangarra Dance 
Theatre. UK debut for the 
Australian company and world 
premiere of a work which tells 
contemporary stories of 
Australia's indigenous population 
drawing on ancient myths and 
sacred dreamings; at the King's 
Theatre: Aug 12, 13, 14 

• Tharp! new works by Twyla 
Tharp*. Sweet Fields, danced to 
Shaker hymns and other 
American choral music, “66", and 
Hemes, with music by Philip 
Glass: at the Edinburgh 
Playhouse: Aug 11, 12, 13 

OPERA 

• Macbeth: by Giuseppe Verdi 
(original 1847 version). Concert 
performance given by the Chorus 
and Orchestra of the Royal Opera 
House, conducted by Edward 
Downes. Anthony Michaete-Moore 
and Georgina Lukics are 


Macbeth and Lady Macbeth, 
replaced by Bruno Caproni and 
Christine Bunning on 16th. Sung 
in Italian with English supertitles; 
at the Edinburgh Festival Theatre; 
Aug 12, 15, 16 
• Platte: by Jean-Philippe 
Rameau: Directed and 
choreographed by Mark Morris, 
this production - sung in French, 
with English supertitles - stars 
tenor Jean-Paul Fouchecourt in 
the title role, with Diana Montague 
and Frangois le Roux as Junon 
and Jupiter. With the Mark Morris 
Dance Group, Royal Opera 
Chorus and Orchestra of the 
Royal Opera House. Conducted 
by Nicholas McGegan; at the 
Edinburgh Festival Theatre; Aug 
11, 13, 14 

THEATRE 

Measure for Measure; Director 
Stdphane Braunschweig returns 
to Edinburgh with that most 
ambiguous of Shakespeare's 
plays. Unlike The Winter's Tale, 
which was Braunschweig's 
French language contribution to 
the 1994 Festival, this production, 
staged by the Nottingham 
Playhouse, is in English; at the 
Royal Lyceum Theatre; from Aug 
11 to Aug 26 

EXHIBITIONS 

National Gallery of Scotland 
Tel: 44-131-624 6200 
The Portrait of a Lady: Sargent 
and Lady Agnew. “Lady Agnew of 
Lochnaw" by John Singer Sargent 
(1856-1925) is the centrepiece of 
this exhibition which includes 
more than 20 portraits by Saigent 
himself - including Ellen Teny 
and Ethel Smyth - as well as 


works by his contemporaries and 
memorabilia from his studio; 
to Oct 19 


■ LONDON 

CONCERTS 

BBC Proms, Royal Albert Hall 
Tel: 44-171-589 8212 

• John Lubbock: conducts the 
Orchestra of St John's, Smith 
Square in premieres of works by 
Lou Harrison and Stephen 
Montague, Barber's Adagio for 
Strings end Tabuh-tabuhan by 
Colin McPhee. With pianists Rolf 
Hind and Thomas Ades; Aug 12 

• Pierre Boulez: conducts the 
Gustav Mahler Youth Orchestra in 
a programme of twentieth-century 
classics by Ravel, Bartbk and 
Stravinsky - and his own 
Notations l-IV; Aug 12 

• World premiere of a new work 
by Magnus Lindberg: performed 
by the Finnish Radio Symphony 
Orchestra and conducted by 
Jukka-Pekka Saraste. Sibelius's 
Violin Concerto in D minor with 
violin soloist Christian TetzJaff. 
and Beethoven's Symphony No. 3 
in E flat major; Aug 11 


■ PESARO 

Rossini Opera Festival 
Tel: 39-721-33184 
CONCERTS 

Rossini’s Petite Messe Solenneile: 
performed by soprano Carmela 
Remigio, contralto Mariana 
Pentcheva, tenor Juan Diego 
Florez and bass Michele Pertusi. 
With pianists Arnold Bos man and 
Rosetta Cucchi, and Federica 
lannella on harmonium; at the 
Teatro Rossini; Aug 1 1 


OPERA 

II Barbiere di Siviglia: in a staging 
by Luigi Squarzina. With the 
Ort-Orchestra of Tuscany, 
conducted by Yves Abel; at the 
Teatro Rossini; Aug 12 


■ SALZBURG 

Salzburg Festival 
Tel: 43-662-844501 

OPERA 

• Die Entfiihrung aus dem Serail: 
by Mozart. New production. 
Conducted by Mark Minkowski 
and directed by Francois Abou 
Salem with designs by Francine 
Gas par. With the Mozart 
Orchestra Salzburg and the 
Konzertvereinigung Wiener 
Staatsopemchor, at the 
Residenzhof; Aug 11, 14 

• Wozzeck: by Berg. Conducted 
by Claudio Abbado in a new 
production directed by Peter 
Stein, with sets by Stefan Mayer. 
Bryn Terfel sings the title role. 

With the Vienna Philharmonic and 
the Konzertverinigung Wiener 
Staatsopemchor; at the Grosses 
Festspielhaus; Aug 11, 15 

THEATRE 

Libussa: by Franz Grillparzer. New 
production directed by Peter 
Stein, with sets by Moidele Bickel; 
at the Pemer-lnsel; Aug 11,12 


■ SANTA FE 

OPERA 

Santa Fe Opera 

Tel: 1-505-986 5900 
• Arabella: Janice Watson sings 
the title role of Strauss’s opera, in 
a new production directed by 
John Cox. The conductor is John 


Crosby; Aug 14 

• Cosi Fan Tutte: Kenneth 
Montgomery conducts Mozart's 
opera in a new production 
directed by Nicolette Molnar and 
designed by Bruno Schwengl; 
Aug 11. 15 

• La Traviata: Linda Brovsky 
directs this new production of 
Verdi's opera. Christopher Larkin 
conducts; Aug 12, 16 


M SCHLESWIG- 
HOLSTEIN 

CONCERTS 
Music Festival 
Tel: 49-431-567080 

• Oslo Philharmonic: conducted 
by Mariss Jansons in works by 
Nordheim, Bart6k and Dvorak; at 
the Musikhalle, Hamburg; 

Aug 11 

• Oslo Philhamionic: conducted 
by Mariss Jansons in works by 
Beethoven and Bruckner. With 
piano soloist Leif Ove Andsnes; at 
the Schloss. Kiel; Aug 12 


■ TANGLEWOOD 

CONCERTS 

Tanglewood Festival 

Tel: 1-617-931 2000 

Pianist Ursula Oppens performs 

works by Wuorinen, Carter, 

Picker, Nancarrow and Rzewski; 

Ozawa Hall; Aug 1 1 


■ WASHINGTON 

OPERA 

Wolf Trap Tel: 1-703-218 6500 
The Marriage of Figaro: the Wolf 
Trap Opera Company performs 
Mozart's opera; Aug 14, 16 


WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 

BUSINESS TV 

(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 






Indian path to reform 


S ome of India's 
achievements in the 
past 50 years have 
been remarkable, 
indeed amazing. This vast 
and complex society has 
held together as one state 
since independence from 
British colonial rule in 1947, 
introduced and preserved 
democracy, and diluted tra- 
ditional social hierarchies. 

But its economic progress 
has been deeply disappoint- 
ing. hi spite of the rhetoric 
of socialism and despite (or 
because of) pervasive state 
intervention, poverty contin- 
ues on a colossal scale. More 
than a third of India's lbn 
people live in conditions of 
acute poverty; more than a 
third of the world’s poor are 
concentrated in India. 

The goal of the next 50 
years, building on the work 
of Mahatma Gandhi and 
Jawaharlal Nehru, the first 
prime minis ter, must be to 
spread prosperity widely 
without sacrificing democ- 
racy and civil liberties. In 
1991, the government initi- 
ated a set of economic 
reforms, which constitutes a 
good start But a long road 
lies ahead. 

Rapidly rising living stan- 
dards cannot be achieved by 
redistributive policies. 
Instead there must be a sus- 
tained increase in growth 
from the erstwhile “Hindu 
rate" of 3.5 per cent a year, 
and even from the 6 per cent 
achieved since the reforms 
began. Growth needs to 
reach 8 per cent 
AU~ the same, fast growth 
is not enough. It is essential 
that economic expansion cre- 
ates jobs, rather than dis- 
places them. This is all the 
more important because 
India's labour force will 
increase massively for the 
next 25 years, even though 
population growth is slowing 
down. But what are the poli- 
cies required to deliver rapid 
growth for all? 

Three elements are partic- 
ularly important - fiscal 
consolidation, liberalisation, 
and direct state action in 
certain specific areas, such 
as health and education. 

Traditionally, India has 
followed prndent fiscal poli- 
cies. But there has been a 
marked slippage since the 
1980s. In spite of some reduc- 
tion since 1991, public bor- 


Liberalisation requires 
a government rethink, 
argues Vijay Joshi 
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Fathers of the nation: Nehru and Gandhi in 1946 


rowing is still at unsustaina- 
bly high levels. Since mone- 
tary expansion has rightly 
been kept in check to keep 
inflation low. fiscal profli- 
gacy has led to high real 
interest rates that deter 
investment. Fiscal stabilisa- 
tion has been of poor quality 
in that public investment 
has borne the brunt, not 
public consumption. 

What Is needed Is a budget 
that protects public spend- 
ing on infrastructure and the 
social sectors. There is 
plenty of scope for this by 
widening the tax base, sell- 
ing off public enterprises 
and. especially, by eliminat- 
ing the massive subsidies 
that permeate the economy. 

These have been estimated 
to exceed 10 per cent of gross 
domestic product. They 
include hidden subsidies to 
agricultural users of water 
and electricity, which are 
captured mostly by the rich. 
Charging more for electricity 
and water would lead to a 
more rational use of 
resources, and help correct 
under-investment 

The second element is lib- 
eralisation. There has been 
measurable progress since 
1991 in loosening the econ- 
omy from the grip of a byz- 
antine system of controls. 


Industrial licensing has been 
abolished, interest rates 
deregulated and restrictions 
on inward foreign invest- 
ment reduced. 

But there is still much to 
be done. Import licensing 
has been eliminated for capi- 
tal and Intermediate goods 
but the consumer goods mar- 
ket and agriculture gener- 
ally. remain heavily insu- 
lated from the world 
economy by import and 
export controls. Scrapping 
these is essential for increas- 
ing trade and the demand for 
labour. Freeing up land, 
labour and capital markets 
must also be given high pri- 
ority for the same reasons. 

Another area of darkness 
is public sector reform. In 
theory, the abysmally ineffi- 
cient public enterprises 
could be transformed with- 
out a change of ownership, 
by giving the companies 
greater autonomy and by 
encoura g in g competition. In 
practice, given India's politi- 
cal and bureaucratic culture, 
this is little more than a 
pious hope. with 
long-drawn-out decay and a 
waste of resources being the 
likely outcome. 

Privatisation is therefore 
urgently needed, albeit with 
appropriate regulatory safe- 


guards. particularly in the 
case of "natural monopolies" 
producing non-tradable 
goods. (So far the govern- 
ment’s disinvestment pro- 
gramme has failed, which is 
not surprising since it has 
insist nd on re taining major- 
ity ownership.) 

liberalisation and privati- 
sation obviously Involve a 
withdrawal of the state from 
the so-called “commanding 
heights". But this does not 
necessarily require a diminu- 
tion of its role overall - only 
a redefinition. It has an enor- 
mous unfulfilled task In 
enhancing the labour-power 
of the poor by spreading pri- 
mary healthcare and educa- 
tion. India's performance 
here has been inadequate. 

There is much else that 
lies in the state’s legitimate 
do main, it has to strengthen 
the legal framework, encour- 
age technological develop- 
ment, and ensure the provi- 
sion of infrastructure. 
Providing macroeconomic 
stability is the government’s 
job; so is correcting market 
failures that harm environ- 
ment and protecting those of 
the poor adversely affected 
by liberalisation in the short 
term. Paradoxically, making 
the state redundant in cer- 
tain areas will itself require 
a strong state. 

There is no doubt that a 
package can be designed to 
promote growth and equity 
in India without endanger- 
ing macroeconomic stability. 
But can it be implemented? 
All reforms are likely to 
arouse strong political oppo- 
sition, even though they 
would benefit the vast 
majority of people. 

Such reforms can only be 
carried out by national and 
regional leaders committed 
to change and able to mobi- 
lise the popular support and 
trust on which the success of 
India’s transformation ulti- 
mately depends. The 
supreme test for Indian 
democracy in the coming 
decades will be whether it 
can meet the political chal- 
lenges necessary for true 
economic reform. 

The author is a fellow of Mer- 
ton College. Oxford, and co- 
author with I.M.D. Little of 
India's Economic Reforms 
1991-200 1 ( Oxford University 
Press. 1996) 


When Ericsson called for 
a 24-hour FX trading desk 


Chase answered it. 


Sweden’s Ericsson upped Chase's expertise in global 
foreign exchange In cHixlivvh manage currency exposure* 
from its substantial crvisshonkT commcn.nl ll< iw s.Uliit husinc*> 
aarvilics in more than I Jfi countries, this leading g|. ihaJ .supplier 
of telecom equipment calls nn the wiirhlwiUc foreign exchange 
capabilities of Chase — dry and night. 
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Reality of pension funds’ loss of 
dividend income being ignored 


Prom Mr Andrea Vegtio. 

Sir, It appears, from then- 
recent actions, that invest- 
ment professionals are pot- 
ting their self-interest above 
the interests of the pension- 
ers they serve. 

On July 2, Gordon Brown, 
the chancellor, abolished the 
Advance Corporation Tax 
credit for most tax-exempt 
investors, by which mecha- 
nism they reclaimed 25 
pence from die government 
for every lOOp of dividend 
declared by UK companies. 
At a stroke, the value of the 
dividend income stream that 
UK pension funds receive 
from UK companies was 
reduced by 20 per cent. 

The long-term implications 
of this move are profound, at 
a time when pension funds’ 
exposures to UK shares and 
the prices of these shares rel- 
ative to their fundamental 
values are at all-time highs. 
The average dividend yield 
which is earned by pension 
funds on UK shares has 
fallen from 3.4 per cent to 26 
per cent, its lowest level 
ever. 

The potential for future 
dividend growth Has been 
severely curtailed by wind- 
fall taxes, tougher regula- 
tion, increased pension 
funds contributions, the 


soaring exchange rate, rising 
short-term interest rates and 
secular low inflation. 

Instead of shifting out of 
grossly overpriced UK 
shares yielding 2.8 per cent 
into appealing UK govern- 
ment bonds yielding 7 per 
cent the investment profes- 
sionals draw inspiration 
from a rising Wall Street and 
push the UK share market to 
a record high. They pretend 
that the emperor's clothes 
look even finer than they did 
before Budget day. Overpay- 
ing for shares keeps them in 
champagne today, at the ' 
expense of pensioners’ lower 
future incomes. 

Meanwhile, they lobby the 
Financial Times. Datastream 
and the leading brokerage 
houses to continue quoting 
yields on a grass basis 
despite the feet that the 
overwhelming majority of 
investors in UK shares now 
receive dividends on a net 
basis, and that all investors 
will do so in two years* time. 

In 1994 the government 
introduced the minimum 
funding requirement (MFR), 
which valued a pension 
fund's portfolio of UK shares 
on a normalised 4.25 per cent 
gross yield. If actuaries sim- 
ply substituted the net yield 
for the gross yield about 40 


per cent of pension funds 
would fail their MFR. requir- 
ing companies to provide 
«mh injections and raise 
their ongoing contributions 
to their pension, funds. 

Hence their eamings.casb- 
flows, ability to raise their 
dividends, and inevitably ■ 
their share prices, would suf- 
fer. Their pension funds 
would be mandated to shift 
from shares to bonds. 

Investment professionals 
seek to postpone such an 
adjustment to their lifestyles 
at all costs. Hence they 
lobby the government to “re- 
look" at the method of deter- 
mining MFRs. . 

As the sage from the 
American Midwest, Warren 
Buffet, is fond of saying, "In 
the short term markets are 
voting machines - in the 
long term they are weighing 
machin es", in the short term 
the investment professionals 
continue to vote with other ' 
people's savings. In the long 
term their current actions 
will be weighed and likely 
found wanton. 

Andrew Veglio, 
director. 

Vantage Investment 
Advisory, 

3 St James's Place, ! 

London SW1A 1NP, UK 


Pantomime 
poser : 

From Mr Hugh Pbuptt, 

Sir; We have, beard much 
about the “Goldilocks" econ- 
omy in the US. . ; , 

Few readers need remind- : 
lng of the original panto- - 
mime's frill title, “Goldilocks 
and the ThreeBears”. Would 
you be prepared, to award a • 
pot of honey to someone suc- 
cessful in naming the three 
bear questions most likely to 
spoil Goldilocks’ party tins 
time? 

Hugh Pincott, . . . 

Specialist Knowledge Ser- 
vices, ... 

Saint Aldheha, 

20 Paul Street, 

Fronte, _ 

Somerset BA11 1DX, UK 

Outdated 


Impression of hostility must be avoided 


From Mr John Stevens MEP. 

Sir. With regard to the UK 
government’s approach on 
Lord Simon, it is obvious 
that the long march of Mar- 
garet Beckett, the trade and 
industry secretary, from the 
extreme left wing of her 
party, when she advocated 
the wholesale nationalisa- 
tion of industry and com- 
merce and the repatriation 
of powers from Europe, has 
not been sufficient to equip 


her to handle a delicate 

affair of this kin d in a com- 
petent manner. 

However, it would be 
unfortunate if Lord Simon's 
case gave rise to the impres- 
sion that the Conservative 
party is in any way hostile 
to the participation of busi- 
ness people in government, 
especially as now such expe- 
rience and understanding 
are surely needed. 

It would be even more 


unfortunate it as a conse- 
quence. the Conservative 
party further looked as 
though it were hostile to 
business in general and for- 
feited our natural position in 
British politics. 

John Stevens, 

Conserv ati ve member of the 
European parliament, 

39 St James’s Place. 

London SW1A INS, 

UK ' 


Lord Mayor must look to securing role 

Frrrrti Afr F? D IT JJWr/vrrWc u nr? tha ruorlnrc of CSnon. irrAirmhonf ora tri C, 


From Mr R.O.K. Edwards. 

Sir. Amazing. Within the 
burst of publicity surround- 
ing an elected mayor there 
was hardly a mention of the 
true successor of Whitting- 
ton. The Lord Mayor of Lon- 
don ("'Whittington's way 
back". July 30). 

Could it be that this office 
has lost its significance in 
the eyes of Mr Blair's people 


and the readers of the Finan- 
cial Times, so many of whom 
work in or have connections 
with the City? 

The corporation, which is 
not under threat, contributes 
so much to those who come 
in to the City each day. but 
maybe the election processes 
of its leader need to be more 
closely examined if the 
Mansion House and its 


incumbent are to secure 
their status and Important 
role before the new demo- 
cratically acclaimed chief 
executive for London takes 
his seat. 

Derek Edwards, 

5 North Pallant, 
Chichester, 

West Sussex P019 ITJ. 

UK 


From Mr A. Dawson PauL 
Sir, Increasingly compa- 
nies are redesignating then- 
shares wiffi extraordinary ‘ 
nominal values as a result of 
capital reorganisations and 
dividend distributions in TT 
shares. Surely the principle " 
of nominal values is OUt- 
dated and will become 
increasingly so if shares of 
leading intern ati onal compa- 
nies become denominated in 
euro. Is this not an oppor- 
tune moment to persuade 
listed companies to.denoml- . 
nate equity capital as ordi- 
nary shares of no par value? 

A. Dawson PauL 
Dennis Murphy Campbell, 

6 Broad Street Place, 

London EC2M 7DA, UK 

Last recital 

From Ms Ingebarg SaL 
Sir. Re your obituary of 
Sviatoslav Richter (August 
4), the last London recital by 
Richter was not in January 
1989; he gave two recitals in 
the Festival Hall, as well as 
in the Barbican HalL in 
March that year. The pro- 
gramme at the Festival Hall 
was Schubert's Sonata in G, 
Sch umann’ s Nachstttcke and 
Prokovlev’s Sonata No 4. As 
an encore he played Bartok’s 
Three Burlesques op 8c. 

Ingeborg SaL 
flat 16, 

69 Princes Gate, 

London SW7 ZPA, UK 
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CHASE. The right relationship is everything: 


The more 
countries take 
part in Emu, the 
stronger the euro 
will be 

As European 

' ■ M countries 

rrm *~ ! f u dg e the 

. Maastricht 
’ criteria for 
economic and 
monetary union (Emu), the 
argument is growing that a 
wide Emu means a soft euro. 

Foreign exchange dealers 
take this view. The more 
countries go into the euro, 
the softer they t hink the 
monetary policy of the Euro- 
pean Central Bank will be. 
the weaker the euro 
exchange rate and the less 
attractive its “constituent- 
currencies. 

Others go further. Martin 
Taylor, the chief executive of 
Barclays Bank, has called 
upon the speculators to blow 
a “fodged" euro out of the 
water. 

Such views are wrong. The 
truth Is that the more coup- 
tries take part in Emu. the 
stronger the euro will be. To 
see why consider the argu- 
ments for a weak euro in 
more detail. 

It is true that the fiscal 

deficit ma ximum of 3 per 
cent of gross domestic prod- 
uct may be slightly breached 
by Germany and France. 
Then they will be indistin- 
guishable from Italy on that 
criterion, while the Iberian 
countries may actually look 
better. So the criteria will be 
“fudged”, all will go in, and 
the euro will begin with an 
inflation-devaluation slide. 

The extreme version holds 
that only Germany and its 
near neighbours (monetary 
satellites) could jointly have 
a strong currency. Any oth- 
ers would dilute the mone- 
tary union. Even France, 
despite its efforts to main , 
tain the franc fort for the 
past decade, could debase 
the new currency, 
especially under the new 


socialist-led government. 

All this is nonsense. 
Whether a “soft euro" means 
a high-inflation region or a 
depreciating-exchange-rate 
region, the more countries 
that are in. the “harder" the 
new currency will be. There 
are two main reasons for 
this. 

First the more doubt the 
markets cast on the anti- 
inflationary credentials of 
the ECB. the more its gover- 
nors will try to establish a 
reputation for monetary sta- 
bility from day one. They 
will have the powers to do 
so. The Maastricht treaty 
provides extremely strong 
guarantees of central bank 
independence. 

And they will be following 
their natural inclinations - 
or rather, their upbringing. 
Most, after afl, will be cen- 
tral bankers - governors of 
the national central banks. 
Their president is likely to 
be Mr Wim Duisenberg, the 
new president of the Euro- 
pean Monetary Institute. As 
governor of the Netherlands 
central bank, be was totally 
identified with the rigid link 
of the guilder to the D-Mark, 
simply following the Bundes- 
bank’s monetary policy. 

Mr Jean-Claude Trichet, 
governor of the Bank of 
France, is said to be a candi- 
date for the ECB presidency. 
He has Invested his entire 
professional capital in the 
franc fort policy, which he 
sustained through the long, 
difficult period of specula- 
tive attacks in 1892-93. When 
they finally proved irresist- 
ible. and the "wide bands" 
were introduced in the 
Exchange Rate Mechanism, 
be continued the austere 

monetary policies that have 
kept the franc within the old 
“narrow band" around its 
central parity. Any sugges- 
tion that, as a Frenchman, 
he would want to run an 
inflationary regime, is laugh- 
able. 

The central bank gover- 
nors of Italy. Spain and Por- 
tugal have impeccable anti- 
inflation records. They have 


led the southern tier's highly 
successful war against lax 
macroeconomic policies. 
(Indeed, Mr Loukas Papa de- 
mos of Greece, coming out of 
a much more inflationary 
environment, has succeeded 
brilliantly with monetary 
stabilisation.) 

These central bankers 
have for many years been 
tough on inflation, tough on 
the causes of inflation. It is 
unimaginable that released 
from domestic political pres- 
sures, meeting in Frankfurt, 
they will suddenly become 
lax. The danger is rather 
that operating under a con- 
stitution that gives them 
even more independence, 
even less political account- 
ability than the Bundesbank, 
they will meet the euro’s ini- 
tial uncertainties with an 
excessively tight monetary 
policy. 

Suppose the “Club Med" 
were to relapse into fiscal 
indiscipline once freed from 
the constraints of the Maas- 
tricht convergence criteria. 
We would then have the 
same constellation of tight 
money and loose fiscal poli- 
cies that produced the dollar 
appreciation under Reagan- 
omics (and. some would say, 
the appreciation of sterling 
after the “Clarke boom"). 

The second reason why 
the euro is likely to be a 
strong currency is its emer- 
gence as a challenger for the ; 
international role of the dol- 
lar. Backed by a . much . 
higher GDP and shine of 
world trade than Germany 
alone, the euro will irhmedi- 
ately assume a more impor- : 
tant position internationally . 
than that of the D-Mark. 

But the Initial share- of 
euro-denominatedihterna- 

tional assets wifl be much 
lower than the .size of tha 
euro bloc in the econ- 
omy. Once the international . 
status of the '..euro 
is clear and the ECB's repu- 
tation is established,- there 
will be a major portfolio ' 
shift into the euro/:- any- ■ 
where from $5O0bn to 
$l,000bn - to 'close most of 


the gap relative to the dollar. 

The wider the euro area, 
the bigger the shift, the 
greater the appreciation of 
the euro. The more Interna- . 
tional transactions in euros, 
the cheaper those transac- 
tions, and the more attrac- 
tive the euro will become to 
users. The bigger the' econ- 
omy behind the euro, ■ the 
more independent are its 
monetary policymakers from 
external constraints and the 
less concerned about the 
current account deficit aris- 
ing from a strong euro. 

Most important are the 
capital markets. Hie more 
countries; in the new cur- - 
rency area, the wider, deeper 
and more liquid its capital 
markets, and-- the- mare 
attractive they will be to 
portfolio managers. So bring- 
ing Italy and Spain into the 
euro area will increase- the 
international reallocation 
into euro-deriomtnaied 
assets. (UK entry into the 
euro, area , would., of - course 
strehgtiienifecapitalmar-. 
kets even more.) - - 

The simply, of enro-renons- 
mated assets will respond. 
Liability managers ; will 
increase their offerings in 
. euros, thougfrnew debt issue _ 
will be slower .‘to adjust, . ' - 

; liese two 

gest that the- , erapo . wffl be 
buoyed up by 'qye^cbmpeu- 
sation" by. the- ECB govern 
• nors, >by. interna ti onal 

capital flows - Into .the' hew 
. auarency’- . •• ~ •- '-'"'Vi 
' That does Tint, megn ' that 
'the euro.wiO'be^ ^chrbrdcaHy • 
strong.- If the ECB follows .an . 
inflation-target strategy 
rather than frying io fix on 

mahstaiy aggragatas.’.thal is 

likely ; fq moderate the 
upward , pressnre ; :pn.. th. d . . 
exchange rate. R wpuW f* 
still hfore stabte’ if the. ECB 
. took the” exchange rate 
explicitly into ' account, 
rather than- following. a PQfc 
icy of "feni^iii^cct" 
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Even hands in 
Middle East 


Mr Dennis -Rftss. President 
Clinton’s Middle East peace 
envoy, is ' back shuttling 
between the Israeli and Pales- 
tinian leaderships in an attempt 
to get them back to the negotia- 
ting table. After four months 
without talks US intervention is 
welcome anrf vital. But Wash- 
ington's arbitration will only 
succeed if it Is. and is seen to 
be, mure even-handed than it 
has been until now. 

There is some indication that 
the Clinton administration, for 
the first time, is preparing to 
press Mr Beniamin Netanyahu, 
Israel's prime minister, to stop 
the expansion of Jewish settle- 
ment aa Arab land - while con- 
tinuing to Insist that Mr Yassir 
Arafat, the Palestinian leader, 
renew security co-operation 
with Israel. If so, that is the sort 
of balance that Is needed to 
rebuild trust on both sides. 

The talks broke down In 
March after Mr Netanyahu 
decided to build the new Jewish 
settlement of Har Home in 
south-east Jerusalem, shutting 
off the occupied Arab east of the 
city from the West Bank. The 
future of Jerusalem, along with 
other sensitive Issues such as 
Anal borders, the Jewish settle- 
ments and the return of Pales- 
tinian refugees, is supposed to 
be negotiated as part of a final 
settlement, due by May 1999. 

The remaining shreds of the 
peace partnership the Oslo 
accords of 1993-95 " were sup- 
posed to build were then tom 
away after Mr Araiat suspended 
security co-operation with 
Israel. This was Immediately 
construed by Mr Netanyahu as 
a "green tight" from the Pales- 
tinian authorities for the return 
of the suicide bombers. 

Suicide bombings 

It is true that the Palestinian 
authorities have alternated 
between repression and co-op- 
tion in their efforts to face down 
Hamas, the Palestinian Islamis t 
group behind most of the sui- 
cide bombings and the main 
political challenge to Mr Ara- 
fat's position. But there is no 
evidence that the Palestinian 
leader has either encouraged or 
colluded in the attacks. 


All but one of the bombers 
emerged from areas under 
Israeli, not Palestinian, control. 
Israel has been unable to dis- 
cover where the men behind 
last month’s double bombing in 
a crowded west Jerusalem mar- 
ket emerged from. Be this as it 
may. there are signs that the 
Americans are taking a fresh 
look at the situation and at the 
dangers of a continuing vacuum 
in the peace process. 

Substantive speech 

Last week, Mrs Madeleine 
Albright. US secretary of state, 
made her first substantive 
speech on the Middle East. She 
did not demand "100 per cent 
success” against the bombers 
from Mr Arafat, but “100 per 
cent effort”. Mr Netanyahu's j 
aides choose to construe this as ‘ 
support for his position. But 
they would be foolish to ignore 
the rest of what she said. 

Echoing President Clinton’s 
remarks last week that peace is 
“a two-way street”, she also 
called on Israel to forgo unilat- 
eral acts - like the expansion of 
settlements in the West Bank 
and continuing Israeli colonisa- 
tion of east Jerusalem - which 
pre-empt the outcome of any 
final settlement She reaffirmed 
US commitment to the 
exchange of conquered Arab 
land for Israeli peace, and stated 
that "peace must address the 
legitimate political rights of the 
Palestinian people.” 

Mrs Albright’s speech marks 
a welcome - and overdue - re- 
engagement by the US adminis- 
tration with the Middle East. 
Even Syria has hailed it as “a 
step in the right direction''. 

Quite rightly, the US is 
demanding guarantees on 
Israelis' security. But equally 
important, it is beginning to 
spell out the price rather than 
extend a blank cheque. Mr Ara- 
fat must co-operate, but he can 
only do so effectively if Israel 
stops handing ammunition to 
his. and its, opponents - for 
example through its settlement 
policy. Mr Ross said yesterday 
"there is a political di mension 
to be addressed”. The US is the 
only ontside power that can 
help the parties do so. 


Russian 

octopus 


Mr Vladimir Potanin is a 
with a very Large appetite, and 
very sharp teeth. In the course 
of the past few weeks, his Onex- 
imbank group has bought the 
state's shares in the biggest 
Russian telecommunications 
group, Svyazinvest. and in the 
Norilsk mining group, the larg- 
est nickel producer in the 
world. He has now set his sights 
on acquiring the last big state- 
owned oil company. Rosneft, 
when it is privatised later this 
year. 

The sale of Svyazinvest to a 
consortium led by Oneximbank 
was an encouraging develop- 
ment. It was the first big priva- 
tisation in which the Russian 
state received a reasonably fair 
price, and the winning consor- 
tium also included some of- the 
foreign investors that Russia so 
desperately needs. 

The purchase of Norilsk was 
different. The auction was con- 
ducted by Oneximbank itself, 
because it had already gained 
provisional control of the group 
in the notorious "loans for 
shares" swap of 1995. Only one 
other bidder was allowed, and 
the price paid by Oneximbank 
was far below the shares’ mar- 
ket value. 

In this, the privatisation of 
Norilsk was unfortunately no 
different from that of most of 
Russia’s principal extraction 
industries. Disappointed rivals 
I like Mr Boris Berezovsky have 
scant moral right to complain, 
since they have benefited from 
similar deals in the past. The 
losses to the Russian state from 
this abuse of the privatisation 
process have been immense, 
and have contributed signifi- 
cantly to its present fiscal crisis. 

The only justification for the 
way privatisation has been con- 
ducted will be If men like Mr 
Potanin now actually develop 
the industries that they have 
acquired. All of them badly 
need huge capital investments. 

Raw materials 

So far, the overall record of 
the new magnates mi this has 
been lamentable. Despite the 
vast amounts of personal 
wealth acquired from raw mate- 
rials exports and stored away in 
the west, even leading Russian 


banks like Onexim do not have 
anything like the cash required 
to re-tool their subsidiaries. 
Most have also acted in ways 
acutely discouraging to western 
investors, and especially strate- 
gic ones. They have resisted 
e ssen t ia l measures like p ublish - 
mg properly audited accounts 
and allowing any real Influence 
to minority shareholders. 


Losing candidate 

There is some reason to hope 
from the example of Svyazlnv- 
est that Mr Potanin, for one. has 
the vision to recognise his need 
for outside capital and the intel- 
ligence and self-restraint to act 
in ways that will encourage it 
If so. his group could become a 
positive force in the Russian 
economy and indeed beyond. 

However, even if some of the 
new magnates do now prove 
rational and productive eco - 1 
nomic actors, it is too soon to 
assume that a line can be drawn , 
under the manner in which they i 
acquired their wealth. The rea- 
sons are twofold: political, and 
moral. Politically, while Mr 
Potanin has great power, he is 
also vulnerable, if he backs a 
losing candidate at the next 
presidential elections, then the 
victors could do Oneximbank 
severe damage. 

Moreover, they might be able 
to do so quite legally - by inves- 
tigating past privatisations. The 
other magnates could suffer too. 
They like to compare them- 
selves to America’s X9tb century 
robber barons, who later 
became respectable pillars of 
society; but those men were not 
nearly so politically exposed. 

Finally, there is the moral 
issue. Russia, like any country, 
does not prosper or fail only 
according to the behaviour of 
its great businessmen. It 
depends also on the honesty of 
its judges, the conscientious- 
ness of its civil servants, the 
courage of its policemen, and a 
recognition of its legitimacy by 
the population as a whole. But 
to tell an ordinary policeman 
not to steal state property in a 
Russia dominated by its present 
business class would be, to say 
the least, paradoxical. 


Master of the universe 

Gerard Baker considers the reputation of the 
chairman of the Federal Reserve Board 


W hen Mr Alan 
Greenspan was 
appointed to the 
chairmanship of 
the US Federal 
Reserve Board 10 years ago 
today, he set out his vision of the 
future. 

His term of office, he said with 
heavy Irony, would be a period 
marked by the familiar economic 
landmarks of years past: "Infla- 
tion, which always stays put: the 
stock market, which is always a 
bull: the dollar, which Is always 
stable; interest rates which 
always stay low: and employ- 
ment, which always stays high.” 
To general laughter he dedi- 
cated his term of office to "those 
wbo have the capability of repeal- 
ing the laws of arithmetic”. 

Ten years later, some people 
are beginning to wonder whether 
Mr Greenspan might not have 
pulled off just such a feat. As be 
prepares to embark on his second 
decade in the chairmanship, the 
US economy has seldom been in 
better shape. Virtually all the 
ambitions he breezily laid out 10 
years ago have been fulfilled. 

Economists and politicians 
argue heatedly about what might 
have been responsible for this 
benign state of affairs. They dif- 
fer over the extent to which the 
globalisation of business, 
improvements in new technology 
or even the end of the cold war 
might have played a part. And 
they differ over how long the 
good times will last. But few dis- 
sent from the proposition that, 
whatever the state of the US 
economy. Mr Greenspan’s role in 
managing It has been critical. 

“We had thought about just 
giving you a standing ovation 
and saying let’s go home." one 
senator told him last month 
when he appeared before Con- 
gress to give his half-yearly testi- 
mony on the state of the econ- 
omy. “A national treasure" is 
how another senator has 
described him. 

It is this kind of tribute that 
has ensured Mr Greenspan a 
place in the pantheon of the 
world's central bankers. But 
what precisely has he done to 
deserve the plaudits? And. as he 
contemplates several more years 
in the job. can he continue to 
eqjoy such a strong reputation? 

There have been, broadly, two 
distinct phases to tbe Greenspan 
years. Both demonstrate, in dif- 
ferent ways, the centrality of the 
Fed’s role in US economic perfor- 
mance of the past decade. 

The first, between 1987 and 
1992, was a time of almost contin- 
uous crisis management as the 
domestic US economy reeled 
from stock market crash to reces- 
sion to banking crisis. The sec- 
ond period, beginning In 1992. 
has been one of greater stability, 
though arguably it has posed 
even more of a test for the chair- 
man. In both periods Mr Green- 
span came under heavy fire. 

His first term could hardly 
have got off to a worse start. 
Within two months, the Fed's 
carefully plotted course for 
reducing inflation was tom up by 
the stock market crash of Octo- 
ber 1987. The Fed had been grad- 
ually ra is i n g interest rates in the 
months before tbe crash, but was 
forced into a U-tum by the events 
of that October. Its policy-making 
open market committee had to 
deal with the overriding fear that 
the fall in the stock market 
would reduce demand in the real 
economy as investors retrenched 



because their wealth had been 
sharply reduced. It loosened mon- 
etary policy in late 1987. 

Those fears proved groundless, 
but it was too late. Inflation 
accelerated in 1985, forcing the 
Fed to slam the brakes on again. 

He was criticised for this in 
hindsight. But at the time, most 
analysts agreed that Mr Green- 
span and his colleagues made the 
right decision. They had no 
choice but to ease policy in spite 
of the inflation spike. “For all the 
criticism, he did exactly what he 
was supposed to do after the '87 
crash,” says Mr David Hale, econ- 
omist at Zurich Kemper, the 
investment advisers. “He pumped 
liquidity into the system and 
helped avoid a disaster.” 

The next crisis Mr Greenspan 
faced came on less suddenly, but 
presented even greater difficul- 
ties. At the end of the 1980s, the 
over-extended US economy began 
to face serious financial difficul- 
ties. Reckless lending policies 
had begun to bring down hun- 
dreds of savings and loans insti- 
tutions. Speculative investment 
in property bad encouraged dubi- 
ous lending practices even by the 
most respectable of banks. 

When property prices began to 
fall, thousands more financial 
institutions collapsed. By 1990. 
the contraction had turned into a 
fierce recession, as banks stopped 
lending. A full-scale credit 
crunch was under way. 

The Fed’s critics argue that Mr 
Greenspan reacted too slowly to 
the development, perhaps 
because it was still trying to 
recover from the post-1987 infla- 
tion. The central bank began 
steadily cutting interest rates in 
1990, but the process was pain- 


fully slow and did not stop tbe 
unfolding financial crisis. 

"Nibbling around the edges." 
was how Mr James Tobin, the 
economist described the policy. 
Under intense political and finan- 
cial pressure Mr Greenspan at 
last agreed in December 1991 to 
cut short-term rates by a full per- 
centage point - an unusually 
large reduction - in a belated 
effort to bale out the banking sys- 
tem. 

Mr Greenspan's defenders say 
the sharp cuts in interest rates 
around this time may have been 
late, but they were enough to 
stop the rot. And it is tree that 
the banking system had largely 
overcome the crisis within a few 
years. But it had been a close-run 
thing. And President Bush and 
his closest colleagues never quite 
forgave Mr Greenspan for failing 
to act sooner in a way that might 
have saved their political 
skins. 

Having negotiated what he 
described as these “50 mile per 
hour headwinds" Mr Greenspan 
entered the second phase of his 
chairmanship, the start of what 
many regard as his finest hour. 

The main and most difficult 
task for any central bank is to 
pursue a monetary policy which 
maintains growth without allow- 
ing inflation to get out of control. 
Since economies generally veer 
between inflationary and defla- 
tionary pressures, this means the 
authorities must adjust interest 
rates not only by the right 
amount but. crucially, at the 
right time to head off emerging 
booms or busts. The difficulty is 
that interest rates have a lag of a 
couple of years before they have 
their full effect 


Since the expansion got fully 
under way in 1992, the Fed can 
claim some credit for it. The 
bank's most important achieve- 
ment, though, came in 1994, 
when, with only slim evidence of 
early inflationary pressures, it 
gradually tightened policy, acting 
pre-emptively to forestall the risk 
of a surge in prices. 

I n the event the Fed dou- 
bled interest rates in a 
year. The timing was pre- 
cise. By 1995. inflationary 
pressures had subsided 
almost as soon as they had begun 
and the Fed was able to cut rates 
again. Economists attribute this 
success principally to Mr Green- 
span's judgment 
"He has a remarkable grasp of 
the detail of the economy," says 
one former member of the Fed’s 
Board of Governors. “That 
enables him to spot dangers 
almost the moment before they 
appear." 

But Mr Greenspan is no “infla- 
tion nutter”. In the past few 
months, the Fed has abstained 
from raising interest rates. 

And Mr Greenspan has come 
closer than central bankers usu- 
ally permit themselves to endors- 
ing an optimistic view of the 
economy. This view holds that 
US performance has fundamen- 
tally improved in the 1990s in a 
way that enables the economy to 
grow faster without an accelera- 
tion of inflation. It is shared by a 
number of economists, though 
not by all of Mr Greenspan's col- 
leagues at the Fed. 

Tbe chairman is not a full con- 
vert to this “New Paradigm" 
school of economic thought, but 
he has shown himself to be a 
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Pushing out 
the boat 

■ Barclays Bank of the UK isn’t, 
proving to be the most popular 
fish along the Piraeus . 

. waterfront. 11s decision to end an 
ill-fated venture in Greek ship 
financing by selling its loan : 
portfolio to Midland Bank - 
owned by HSBC - Isn’t going 
down well with the local 
tycoons. • 

It’s not so much the feet the - 
bonk has pulled out - having 
originally been talked by a 
Greek shipowner Into a 
disastrous shipbuilding venture 
in the early 1990s - it’s the way 
they’ve dene iL. 

. Shipping bosses tend to 
cultivate close relationships 
with their bankets, who In 
return come to expect -tegolar 
invitations to lunch at the 
exclusive Marine Club and the 
occasional Aegean cruise. But 
tycoons demand loyalty in 
return and Barclays’ decision to ' 
get our without firstsignalling 
the deal to blues&ip customers 
hasn't gone down well. ' 

. One big Barclays efient - 
Pleiades Shipping - Is refusing to 
move across to Midland while 
tbe Onassis group saw what was 
coming and moved elsewhere. A 
third disgruntled borrower is 
Ceres, operator of .Greece's 
biggest merchant fleet Chief 
executive Peter Li van os is used 


to being treated tactfully by 
bankers but be might yet decide 
to stay put. thanks to Nikos 
Kareliis, Midland’s cheerful and 
persuasive bead of shipping. 
Along with Alexandra 
Papadqpoulou, his 
well-connected sidekick. Kareliis 
is pushing out the boat to try 
and repair the damage. 


LA law 

■ It's tough on the streets of 
Los Angeles - and It’ll be a lot 
tougher if city prosecutor Gil 
Garcetti gets his way. He’s had 
just about enough of the 
activities of LA's infamous 18th 
Street gang and Is seeking an 
all-purpose injunction against 
gang members. Civil rights 
activists are apoplectic. 

Garcetti wants to prohibit 
nearly 300 gang members in the 
city's Pi co-Union neighbourhood 
from even walking down the 
street in groups of more than 
three. He’s also trying to ban 
them from having pagers or 
mobile phones. "We will use 
every tool available to us to put 
an end to gang terror, whether 
it’s police power, legal know-how 
or anything else," says Garcetti 
It’s not the first time that the 
authorities have tried to impose 
draconian measures on southern 
California's street gangs. The 
authorities in San Jose recently 
won Supreme Court backing for 
a similar, but smaller. 


clamp-down. But the LA mow 
has stirred up a constitutional 
hornet’s nest - hardly surprising 
in a city with nearly as many 
lawyers as gangsters. 


Crossed lines 

■ Ask MCI You can't please all 
of the people all of the time. 

Tbe US communications 
company has already had 
differences of opinion with 
merger partner British 
Telecommunications; BT took 
umbrage when MCI recently 
warned it could lose up to S800m 
this year on expanding local US 
telephone markets. 

The warning, which blasted 
local phone companies for not 
opening up markets, clearly had 
one eye on the regulators, who 
have to enforce last year’s 
telecoms legislation. Bui MCTs 
pessimism also caught the 
attention of BT shareholders, 
who demanded to know why 
their company was paying more 
than S20hn - to throw away 
millions more in efforts to 
penetrate monopolistic markets. 

Now comes a suitably 
schizophrenic announcement 
from MCI to residential 
consumers in New York. “MCI 
announces local service for New 
York,” it trumpets, before 
changing tone rapidly to admit 
the sales potential is limited 
because of “seriously flawed” 
systems operated by cable 


company Nynex. 

There follows a prolonged rant 
against Nynex’s alleged 
anti-competitive practices and 
its failure to comply with the 
1996 Telecom Act. MCI may gain 
the regulators’ sympathy - but 
it might not excite local 
customers - or BT. 


Uncovered 

* So Playboy magazine, that 
arty little number for gentlemen 
of a certain age, is the latest 
business with one eye on the 
world's biggest market to be 
accused of kow-towing to the 
sensitivities of the Chinese. 

Novelist Paul Theroux is 
accusing Playboy of “standing 
shoulder to shoulder" with the 
Chinese authorities by refusing 
to print an extract of his recent 
novel about Hong Kong. 
Theroux claims the magazine 
accepted but later refused to 
publish part of Kowloon Tong. 
apparently banned in China 
because of unflattering 
depictions of mainland Chinese 
businessmen. Jonathan Black. 
Playboy m a n a g ing editor, is 
reported as saying the extract 
was dropped after senior 
management expressed concern 
about the book’s impact on the 
lucrative market for Playboy 
products in China. In Beijing, it 
seems, exposed businessmen are 
one thing - exposed pin-ups are 
quite another. 


pragmatist: he is willing to admit 
the possibility' that the founda- 
tions of monetary policy might 
have shifted in recent years. 

As he put it in his most recent 
testimony to Congress: “Impor- 
tant pieces of information, while 
just suggestive at this point, 
could be read as indicating basic 
improvements in the longer-term 
efficiency' of our economy. The 
Federal Reserve has been aware 
of this possibility . . . and has 
operated with a view to supply- 
ing adequate liquidity to allow 
the economy to reach its highest 
potential." 

Some believe Mr Greenspan's 
toughest challenge could yet be 
to come: in the form of turmoil in 
the equity markets. 

Last December, he famously 
wondered aloud whether equity 
prices might have become over- 
valued, driven higher by the 
“irrational exuberance”. After a 
brief correction, stock prices 
resumed their upward flight as 
investors decided they disagreed 
with the Fed chairman. 

This presents Mr Greenspan 
with a problem. If stock prices 
are indeed overvalued, he knows 
that a downturn will follow. 
Should he try to forestall the risk 
by gently deflating the market in 
advance? That might seems pru- 
dent - but what if the market is 
not overvalued? The Fed could 
lose credibility rapidly if Mr 
Greenspan’s warnings fall on 
deaf ears. 

As Mr Hale remarks: "There is 
still plenty of room for his repu- 
tation to collapse. If we get a 
market crash or some other 
wreck, he could yet be in for a 
roasting.” 


lOO years ago 

The Gold Rush 
New York, 10th August. 
Several rich discoveries of 
gold are reported. A hundred 
men are now at work at the 
East Pacific mine at Winston, 
near Butte City. Montana. 
Gold to the value of $300,000 is 
reported in sight, while silver 
was struck at the Alhambra 
mine on Saturday. A rich 
ledge discovered in Weak’s 
Ranch in Santa Cruz County- 
assays from 57 to $U to the 
ton. It is reported from 
Virginia City, Nevada, that 
the hills in the vicinity of 
Topuotch are alive with 
prospectors, and that gold 
rock yielding $20 to the ton 
has been struck. 

50 years ago 

Trading In Japan 
Tokyo, 9th August. S.C.A-P - 
(Supreme Command of the 
Allied Forces In the Pacific) 
to-day announced lists of 
British and Canadian 
companies who can send 
representatives to Japan for 
the reopening of private 
trading on 15th August The 
British list includes several 
companies, among them the 
Chartered Bank of India. 
Australia and China and a 
number of insurance houses 
including The Commercial 
Union Insurance; Norwich 
Union Insurance; Willis, 

Faber and Dumas (insurance 
brokers). 
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New victims expected in ‘sokaiya’ row 

Y amaichi staff set to 
go in finance scandal 


By Goran Tett m Tokyo 

Japan's widening financial 
scandal is expected to claim a 
fresh round of victims today, 
with the resignation of several 
senior executives at Yamaichi 
Securities. 

Yamaichl. the country's 
fourth-largest securities house, 
is one of several financial insti- 
tutions under government 
investigation for links with 
corporate racketeers. 

Japanese media reported 
yesterday that Yamaichi, the 
weakest of Japan's leading bro- 
kers. would remove a core 
group of directors at an emer- 
gency meeting today, includ- 
ing the president, chairman 
and five vice-presidents. 

The company was yesterday 
unavailable for comment. 
However, the pattern of the 
media reports indicated it had 
leaked the details. 

The scandal has already 
caused a sharp drop in Yam- 
aichi's share price. The shares 
closed at Y229 onFriday. less 
than half their level at the 
beginning of this year. 

Resignations at Y amai chi 
would be a further indication 
of the increasing impact of the 
government’s investigations 
on the Tokyo finan cial commu- 
nity. The government appears 
determined to crack down on 
corporate scandals before Its 
“Big Bang" financial deregu- 
lation. 

Yamaichi was first touched 


by the s candal when govern- 
ment prosecutors raided the 
company in late July over alle- 
gations that it had financial 
links with sokaiya. These are 
the corporate racketeers who 
have traditionally demanded 
payment horn Japanese com- 
panies in exchange for not 
revealing sensitive informa- 
tion about them. 

Nomura. Japan's largest 
securities company, and Dai- 
Ichi Kangyo (DKB), one of its 
largest banks, have admitted 
in recent weeks that they had 
links with sokaiya. 

The Japanese authorities 
punished both groups at the 
end of July: Nomura was 
barred for several months 
from part of the domestic mar- 
kets. and DKB suffered a tem- 
porary ban on part of its bank- 
ing business. Following the 
revelations, both announced 
the resignations of senior exec- 
utives. 

Mr Ryuichi Koike, the 
sokaiya at the heart of the 
Nomura scandal, has since 
told prosecutors that he also 
had links with several other 
companies. In particular, it has 
emerged that Mr Koike owned 
shares in all four leading secu- 
rities bouses - Nomura, 
Daiwa. Nikko and Yamaichi. 

Government investigators 
are now alleging that Yam- 
aichi made payments of Y79m 
($668,400) in early 1995 to Mr 
Koike, partly through illicit 
payment on the Singapore 


International Monetary 
Exchange. 

The revelations have already 
prompted the resignation of 
Mr Tsugio Yuklhira, Yamaichl 
chairman, from his post as 
head of the Japan Securities 
Dealers* Association. Several 
corporate customers and pub* 
lie sector groups have also 
ceased business with Yam- 
aichi. 

Today's resignations would 
include Mr YuMhira, Mr Atsuo 
Miki, Yamaichi president, and 
five vicepresidents, Yamaichi 
officials told the Japanese 
media. 

Mr Shoji Saotome and 
Mr Shohei Nozawa, two man- 
aging directors, would be 
appointed ^v>atrman and presi- 
dent respectively, the officials 
said. 

Yamaichi has been facing 
mounting financial problems. 
Between April and June this 
year it recorded a Y5.4bn loss. 
Ranking analysts suspect the 
company would be badly hit if 
the Japanese government 
decided to impose the type of 
penalty handed out to 
Nomura. 

The government is currently 
also Investigating Daiwa and 
Nikko over their links with Mr 
Koike. Both companies have 
refused to comment on the 
investigation. 

However, senior officials at 
Daiwa have denied any know- 
ledge of improper dealings 
with Mr Koike. 


Strong foreign interest in 
sell-off of Italian bourse 


By Vincent Boland in London 

International banks and 
stockbrokers are showing keen 
interest in buying into the Ital- 
ian stock exchange when it is 
sold at auction in a private 
placement next month. 

Mr Francesco Cesarini. 
chairman of the stock 
exchange council, which runs 
the market, said several for- 
eign institutions as well as big 
Milan-based banks and brokers 
had approached it about tak- 
ing stakes. 

“There has been consider- 
able interest so far and lots of 
requests for information, 
including several from 
abroad." he said. 

Milan-based bankers say the 

Italian Treasury and the R ank 
of Italy are showing “strong 
support" for the involvement 
of foreign institutions. 

Privatisation of the Borsa 
Italians will be the niimav of 
reforms in the past few years 
that have changed the face of 
Italian financial markets. It is 
seen as an essential step in 
drawing new business to Milan 
and away from competing 



Chairman Francesco Cesarini 

exchanges, especially those in 
London and Frankfurt. 

A 51 per cent stake in the 
borsa has been reserved for 
institutions licensed to deal on 
it the rest will be available to 
other buyers. Bids are being 
invited for stakes in the borsa, 
starting on September 2. The 
treasury has put a minimum 
value of L40bn (S22.3mj on it 

No single bidder can take 
more than 5 per cent of the 
exchange in the auction, but 
each will be free to sell its 
stake or increase it once the 
sale is complete. Bids are due 


to be opened an September 9. 

Mr Cesarini said the sale 
would allow the market to 
“meet the increasingly diversi- 
fied requirements of Investors, 
issuers and intermediaries''. 

Though privatisation will 
leave the borsa with multiple 
owners, it is expected to be 
acquired eventually by Sint, a 
company formed by Milan's 
leading hanks and brokers and 
the Italian units of same of the 
big foreign investment banks. 

Mr Leonardo Pagni, manag- 
ing director of Salomon 
Brothers in Milan and a Sint 
board member, said Sint was 
likely to have acquired owner- 
ship of the bond and futures 
markets by the end of Novem- 
ber and was “working on the 
assumption that it will take a 
majority stake in the stock 
exchange". 

Sint would then create a sin- 
gle entity and a more unified 
trading system and enhance 
its chances of competing with 
other European markets, espe- 
cially after the arrival of the 
European single currency. 


I KGB man 
takes his 
literary 
revenge 
on Yeltsin 

By John Thomhffl in Moscow 

A decade ago it would have 
been unimaginable for a for- 
mer KGB general to publish 
his memoirs, let alone a lurid 
picture of life in the Kremlin 
under a hard-drinking, erratic 
and emotional president 
Bat Mr Alexander Kor- 
zhakov, former presidential 
bodyguard and confidant, is 
about to do just that 
Mr Korzhakov, who stood 
alongside President Boris 
Yeltsin for 11 years in the 
political wilderness and in 
presidential pomp, was 
abruptly sacked in Jane 1996 
for conspiring to scupper the 
second round of the presiden- 
tial elections and over corrup- 
tion allegations. 

Subsequently elected an MP 
this year - giving him immu- 
nity from prosecution - Mr 
Korzhakov has a score to set- 
tle with his former boss as the 
title of his n ear-500 page book, 
Boris Yeltsin: From Dawn to 
Sunset suggests. 

The collection of gossip, 
extracts of which have 
appeared in the Russian press, 
does appear to contain some 
revelations. There is, for 
example, a eiatm that Mr Yelt- 
sin could not leave his aircraft 
at Shannon airport to meet 
the Irish prime minister in an 
infamous 1994 incident 
because of a suspected heart 
attack, nnreported at the time. 
It was widely believed then 
that he had too much to 
drink. 

The book has many uninten- 
tionally comic touches, as in 
its descriptions of Mr Boris 
Berezovsky, head of the Logo- 
vaz car dealing business, now 
deputy head of the security 
council, trying to ingratiate 
himself with Mr Yeltsin by 
giving ever more extravagant 
presents to the president's 
daughter. 

Drink is a recurrent theme 
of the book as is Mr Yeltsin's 
fondness for playing the 
spoons - even on the bald 
heads of visiting dignitaries. 

The irreverent Sovershenno 
Sekretno (Top Secret) journal, 
which has published a sum- 
mary of the book, says Mr 
Korzhakov prefaces his mem- 
oirs with a quotation from 
Talleyrand, Napoleon's 
adviser: “The whole people 
would be in horror If they 
knew what petty-minded 
people ruled over them.” 

But the journal's reviewer, 
who claims he wanted to take 
a shower after reading the 
book, appears to have been as 
offended by Mr Korzhakov's 
claims to patriotism as by any 
of Mr Yeltsin’s alleged mis- 
deeds. “To make it really 
funny he writes about his own 
patriotism after his descrip- 
tions of his boozing boss." 


A taste fur shares. Page 18 Editorial Comment, Page 13 
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Europe today 

Most of the Mediterranean will be 
fine and hot with hazy blue skies 
and almost uninterrupted sunshine, 
although one or two thunderstorms 
will break out late in the day over 
inland Greece, north-west Italy, 
southern France and north-eastern 
Spain. 

Thundery weather will also affect 
north-west France, south-west 
Britain and much of Ireland, and 
there will be showers and 
thunderstorms aver the Balkans and 
in northern Russia. Germany. 
Benelux, central Europe, Poland, the 
Baltic and southern Scandinavia 
should be fine and very warm. 

Five-day forecast 

It will be sunny and hot over much 
of Europe, but showers and 
thunderstorms will spread across 
northern France, Benelux, most of 
the UK and Ireland. Ukraine, 
Romania and Bulgaria will be 
unsettled with widespread thundery 
showers and near-average 
temperatures. Northern Scandinavia 
will be cloudy and relatively cool 
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Situation at midday. Tomparatwa s maximum hr day. Forecasts by PA HMfwCwf 
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The airline for people who fly to work. 
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Fair 30 

Oslo 
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Fair 28 
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Sun 30 
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Cloudy 27 
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Far 26 
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Thunder 30 
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Fair 26 
Fair 25 
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Breaking Broken Hill 


Losing one senior executive is 
unfortunate, the loss of two is care- 
less, but the loss of three In one 
week by Broken Hill Proprietary 
CBHP) suggests a crisis. If bodies 
were being thrown out In a pro- 
gramme of rationalisation and reo- 
rientation, investors might be 
delighted. BHFs shares are com- 
fortably below their level of Janu- 
ary 1995. and its r eturn on invested 
capital has been pitiful - so change 
is required. But last week's moves 
smack instead of an entrenched 
management raising defences. 

The latest departure, that of 
petroleum chief Mr John O’Connor, 
was sparked by an argument over 
whether his division should be span 
off. And it is easy to see why BHP*s 
management would want to keep it 
When a group is malting unaccept- 
ably low returns and it sheds its 
best performing business, that 
leaves the rest looking exposed. But 
from a shareholders' point of view, 
that Is exactly what is needed. 

Of course, breaking up a conglom- 
erate can expose hidden eyesores as 
well as value. But since oil explora- 
tion and production companies are 
valued differently from steel or 
transport, there should be immedi- 
ate valuation benefits from separa- 
tion. And petroleum would have no 
difficulty standing on its own. But 
more importantly, a demerger 
would increase pressure on manage- 
ment to turn around poor perfor- 
mances and spiralling costs else- 
where in the group. That means 
everything from steel and transpeat 
to Magma, its copper acquisition, 
which cost A$3J2bn (US$2.4bn) In 
1996 and contributed next to noth- 
ing in 1997. 

UK defence 

Dogs that bark in opposition may 
not bite in power. Recent events 
suggest Labour may not be at all 
bad for Britain's defence industry. 
The government still clings to the 
rhetoric that arms will not be sold 
to regimes that might use thnm for 
internal repression or external 
aggression. But the approval of 
t ank and jet sales to Indonesia, 
despite atrocities in East Timor, 
suggests that the practical effect 
will be marginal. The episode shows 
Labour grappling with the realities 
of power high ethical standards are 
only one consideration to be set 
against protecting jobs at home and 
maintaining influence abroad. 

Similarly. Labour’s strategic 
defence review seemingly holds few 
dangers for arms sales at home. The 
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review will not lead to an increase 
in the defence budget: but more 
than token cuts are unlikely. Mr 
To ny Blair, life** many prime minis- 
ters before him, has no desire to 
weaken Britain’s defence capability. 
The review could lead to a shift of 
emphasis from fighting tanfc battles 
in central Europe to deploying 
rapid-response units Anther afield. 
If anything, that could increase 
demand for sophisticated weaponry. 
Labour will also be looking for 
savings from the procurement pro- 
cess. But the main thrust will be to 
streamline the process not squeeze 
suppliers' mai-ging — p ud savings 
may be recycled into the procure- 
ment budget. Meanwhile, by saying 
It is predisposed to buy 40-50 mili- 
tary transport aircraft from Airbus, 
Labour has indicated a more “buy 
British, buy European” inclination 
than the Tories. 

Shorting 

Hoe is an oddity: why do UK 
institutions so rarely sell short? 
After all, it must be just as easy to 
spot a share which will fall as one 
which will rise. And although insti- 
tutions can and do just go under 
weight, it is strange that more 
aggressive positions are not taken 
more often. 

Essentially there are two explana- 
tions. One is that selling a share 
you do not own is considered dan- 
gerously risky. And in one way, it 
is: own a share and the worst out- 
come is that it foils to zero; short it 
and the downside is theoretically 
infinite But the problem is slightly 
academic - how often do share 
prices double? In any case, if this 
were Institutions’ only worry, they 
could cap their liability relatively 
cheaply through derivatives. The 
argument would anyway be more 
compelling if many pension fund 
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trustees did art fouti&ly^ gh ort- ; 
ing while permitting for riskier 
gamhiiw tike warrants. 

But trustees' bigger concern, is 
that shorting shares could attract 
the attention of the Inland Revenue; 
shorting, the fear runs, , could be 
regarded ’ as “trading? (taxable) , 
rather than ‘investment’’ (tax-free). i 
This would, of course, be a non- ' 
sense. The Revenue agrees that the | 
point of the (hstinction is to reserve | 
pension funds’ tax -advantages foie ; 
genuine investments, hot to favour i 
one kind of investment - however ' 
racy or short-term - over ' another. I 
So institutions and trustees have j 
nothing hut over-zealous tax inspec- 
tors to fear, and they would ..proba- 
bly be overruled; this, hardly seems 
a reason to leave good potential 
gates to hedge funds. 

UK regulation 

Britons are supposedly' great' 
respecters of fair play, but it seems 
utility regulators are an exception. 
On the face of it. the rules of 
Britain’s regulatory game are (dear 
enough: privatised utilities 'and 
their regulators periodically tussle, 
but if they cannot agree the Monop- 
olies and.Mergers Commission arbi- 
trates as an independent umpire. 
This elaborate set of rituals works 
fine - provided, that is, the players 
abide by the referee's conclusions. 

Which is why it is so unfortunate 
that not one but two regulators in 
recent weeks have unilaterally 
decided not to. The gas regulator, 
not content with her thumping vic- 
tory over BG, is proposing to 
tighten the thumbscrews Anther - 
she reckons the MMC should have 
based its conclusions on more 
up-to-date information, . an argu- 
ment that would be stranger if the 
MMC bad hot explicitly covered her 
preferred data in its report- Mean- 
while, the Northern Irish power reg- 
ulator baa confirmed that he pi«n« 
to fiddle with the MMCs methodol- 
ogy. ferny king £36-5JU ($59-5m) off 
Northern Ireland Elect r ic i ty's regu- 
latory value in the process. 

Both proposals make a nonsense 
of the regulatory process. But it is 
not just over-zealous regulators at 
fault; the root of the problem is 
vague privatisation legislation- 
wfaich lets them get away with it 
The government could and should 
clarify the law. giving the MMC's 
reports clearly conclusive status. 
Indeed, this is precisely the sort of 
reform which should be on the 
agenda of the government's current 
review of regulation. 
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United Utilities 
chief may go 


„The future of Sir 

I Pitcher, (left) as 
ive <^?tmuin of 
Jnlted Utilities is in the 
^»afceadcfAcru- 
i board meeting at the 
[UK nraili-utHity tomor- 
aw. Following a highly 
sing public 
droom row several 
cuthres and non- 
1 fives are said to be 

; for Sir Desmond 

to be ousted from the company immediately. 
Page 16 

Qwtttofls rahed over strategy at BHP 

Friday's resignation of Ur John O’Connor from 
the board of BHP ended a week that wiped more 
than Ai2bn tfjS?i.47bn) off the Australian 
resources group's shares. Mr O’Connors resig- 
nation was the third or a BHP director in a 
week. Questions are being now being raised 
about whether BHP. Australia's biggest com- 
pany. has got a grip on its managers. Page 17; 
Lex. Page H 



TetevtoKm Axteca ptans IPO 

Television Azteca, Mexico's second-largest 
broadcaster, has confirmed its plans to proceed 
with u global initial public offering this week, 
handled by the Mexican financial institutions 
Inbursa and Serfin. Page 16 


Cfovftft backs £sejfm Macarthy buy-out 

Cloven, one of the UK's leading private equity 
specialists, is hacking the £555 m ($90.46ra> man- 
agement buy-out of the Macarthy Group, the 
drugs manufacturing arm of Lloyds Chemists. 
The buy is Cinvp&’s fifth in the health market, 
and follows a £Ubh deal last month to acquire 
the UK and French hospital and healthcare 
assets ofCompagnIeC£n£raIedes Eaux. Page 16 

Telstra float e x pe ct ed in November 

Mr John Fahey, Australian finance minister, 
said his government was on course to list one- 
third of the shares in Telstra, the 000007*8 tele- 
communications giant, in November. The offer, 
expected to yield over ASlObn (USS7.3bnj for the 
state, will probably be the biggest float in the 
world over the next year. Page 17 


BASF signs $700m deal with Petronas 

BASF, the German chemicals group, has signed 
a $700m joint venture agreement with Petronas, 
the Malaysian state-owned oil company, to build 
a petrochemical complex in Malaysia. Page 16 


CrddR Lyonnais sails Portuguese assets 

Credit Lyonnais, the French state-owned bank, 
has signed an agreement to sell its Portuguese 
retail operations to the Spanish group Cairn 
Galicia. The action is the latest In a series of 
asset sales linked to a 1995 restructuring plan. 
Page 17 

Stearns of Cotumbia/HCA. quits ' 

Mr Robert Stearns, the chief financial officer of 
Culumbia/KCA, the troubled US healthcare 
group, has resigned with effect from August 31. 
The company said Mr Stearns had been “hired 
by the previous mana g em ent" on Joly 21. 

Page 16 


PQ Africa to be biacfc-controfled . 

Black business in South Africa will own a 
majority' stake in the country’s leading com- 
puter company. The result of the Persetel and 
Q-Data merger will be separated into local and 
foreign Interests, the South African ones being 
called PQ Africa. Some 51 per cent of PQ Africa 
will be sold to black businesses to promote 
black economic empowerment. Page 16 

BZ Trust would back bid for Winterthur 

Speculation, over the future of Winterthur, Swit- 
zerland’s third-biggest insurer, has increased 
following news that BZ Trust, its biggest share- 
holder.' would welcome Winterthur's takeover 
by Credit Suisse. Page 16 
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accounting body to resist pressure from Greenspan to revise proposals 
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T he US financial report 
ing regulator will this 
week resist pressure 
from Mr Alan Greenspan, 
chairman of the US Federal 
Reserve, to ditch controversial 
proposals requiring companies 
to mark derivatives to market. 

Under this scheme, compa- 
nies would have to introduce 
fair value reporting for deriva- 
tives - reporting their current 
value in company accounts, 
rather than the value for 
which they were originally 
bought - from January 1 1999. 

Officially tbe Financial 
Accounting Standards Board is 
“studying" a letter from Mr 
Greenspan calling for a re- 
think on the proposals. 

But officials at Norwalk, tbe 
board’s headquarters, insist 
there is no need for a further 
consultation document. It 
plans to write to the Fed today 
on the issue. 

New chairman Mr Ed Jen- 
kins and the rest of the board 
have been heavily criticised 
since publishing the proposals 
last month. The board wants 
derivatives marked to market 
- and any losses or gains 
taken through earnings. 

However, special treatment 
is allowed for hedging - with 
gains or tosses deferred until 


Financial regulator fights 
to keep derivatives scheme 





Ed Jenkins: plans aroused 
widespread business fears 


the hedge is completed. But 
crucially the board, while 
allowing hedging, will lay- 
down strict rules on which 
transactions qualify. 

Earlier this month more 
than 20 US business leaders - 
mostly leading bankers - 


wrote to Jenkins expressing 
worries about tbe potential 
impact of the new rules. They 
said Norwalk was rushing into 
tbe project and that the 
upheaval would undermine 
companies’ ability to manage 
risk while preparing for the 
year 2000 problem and tbe 
introduction of a European 
single currency. 

Greenspan had similar com- 
plaints, saying the proposals 
would not improve accounting 
for derivatives and “would 
constrain prudent risk man- 
agement”. He suggested 
expanding disclosure of deriva- 
tives - at fair value - in sup- 
plemental financial state- 
ments. He envisaged 
•'competition” between tbe two 
sets of statements with the 
market using the most useful. 

But the board's supporters 
think the banks are leading a 
campaign to delay the intro- 
duction of tbe mark to market 
approach. Supporters further 


suggest that some companies 
use derivatives to manage 
earnings by retrospectively 
recognising transactions as 
part of a hedge to defer losses 
and gains. 

Supporters of the board also 
question why the proposals 
should have such a dramatic 
effect when US companies are 
already required to disclose 
derivatives at fair value - in 
other words mark them to 
market. “What are the ana- 
lysts doing with this informa- 
tion now asked one* sup- 
porter of the board. 

The board is not alone in its 
attempts to push ahead with 
the standard. In May. Mr Mich- 
ael Sutton, chief accountant at 
the Securities and Exchange 
Commission, praised the pro- 
posals and the fact that the 
board had tinkered with them 
to meet complaints from com- 
panies about hedge account- 
ing. “It seems to me that the 
board has worked hard to try 



Alan Greenspan: shared 

business leaders' reservations 


to address the legitimate con- 
cerns of its constituents with- 
out undermining the integrity 
of the project," he said. 

He acknowledged that there 
would be greater volatility in 
earnings when companies use 
derivatives which do not qual- 


ify as hedges under the new 
rules. 

“Reporting that volatility. 

however, is not the same as 
reporting artificial volatility. 
Rather it is capturing, in the 
financial statements, real eco- 
nomic events that often are 
not reported today,” 

The SEC believes the board's 
proposals are necessary - 
especially as it estimates that 
at the end of 199-5 the notional 
amount of derivatives out- 
standing in the IJS was more 
than S20.000bn. 

In the past the board has 
had to revise some of its stan- 
dards - but only after Con- 
gress or tbe SEC has stepped 
in. With the SEC behind it. 
Norwalk looks like it is prepar- 
ing to ride out the storm. If it 
can get the standard through, 
the new international code for 
accounting on the world's lead- 
ing markets - due to be 
endorsed next year - is likely 
to lake up the US approach. If 
it has to publish tbe standard 
again as a consultative draft, a 
solution could be years away. 
“What Greenspan is saying is 
an imm ense step backwards.” 
said David Cairns, editor of the 
World Accounting Report. 


Jim Kellv 


UK-based bank 
plans to report 


results in dollars 


By George Graham in London 


Standard Chartered, the 
UK-based international bank, 
is planning to switch its 
accounts into dollars to avoid 
the swings in its results 
caused by sterling's fluctua- 
tions against the currencies it 
deals in. 

The deciding factor lor the 
bank is the approach of Euro- 
pean monetary union, due to 
start on January 1 1999. Where 
other UK-based multinationals 
are contemplating using euros 
in their accounts, even if the 
UK fails to adopt the currency. 
Standard Chartered sees the 
euro as further removed from 
its operations than tbe pound. 

“It would be a nightmare to 
translate from dollars to 
pounds to euros," said Mr 
Peter Wood, finance director. 

Although. It started life as an 
offspring of the British 
Empire, following tbe Union 
flag to Africa, India and south- 
east Asia. Standard Chartered 
has virtually no operations left 
in the UK apart from Char- 
tered Trust, a finance and leas- 
ing affiliate. 

By the time it has paid its 
UK taxes, the bank ends up 
with a net annual deficit in 
sterling and has to use its 
holdings in other currencies to 
buy in pounds. 

More than 60 per cent of its 
operations are carried out in 
dollars or currencies whose 
exchange rates have formal, or 
informal, links to the US dol- 
lar, such as the Hong Kong 
dollar or the. Indonesian 
rupiah. 

Standard Chartered last 
week reported a drop in 
interim profits to £434m_ The 
fall came in translating its 
overseas earnings Into ster- 
ling, which rose to an average 
exchange rate of $1.63 in the 
period from $L53 last year. 

A switch to dollar account- 
ing would face few legal obsta- 
cles. UK public companies 
need a minimum capital of 



FCM set 
to retain 
electricity 
pensions 
business 


BT shares may fall as 
stock goes ex-dividend 


By Virginia Marsh in London 


British Telecom 


By WilGam Lewis in London 


Peter Wood: warned 
currencies ‘nightmare’ 


£50,000, denominated In ster- 
ling, but the Stock Exchange's 
rules create no problems. 

Investment analysts also 
acknowledge that tbe move 
would make sense. 

“As far as I'm concerned, 
given the nature of their busi- 
ness, it would be more logi- 
cal," said Mr John Leonard, 
London banking analyst at 
Salomon Brothers, the US- 
based investment bank. 

Mr Ian Poulter, banks ana- 
lyst at Williams de Bros, 
added: “If they do the majority 
of their business in countries 
pegged more or less to the dol- 
lar. it wouldn't be such a daft 
thing to do.” 

Standard Chartered raised 
the idea of switching to dollar 
accounting a few years ago. 
but met resistance from insti- 
tutional investors. This time, 
instead of asking institutions 
what they think, it plans to 
tell them it will move unless 
they raise strong objections. 

But some investment institu- 
tions are concerned at the 
thought of having to convert 
Standard Chartered’s earnings 
back into sterling to compare 
with other banks in their port- 
folios. 


Emerging markets 
deal for Peregrine 


By John Ridding ‘m Hong Kong 


Peregrine Investment Hold- 
ings, the Hong Kong-based 
investment bank, is to acquire 
the - emerging markets 
operations of Carnegie, the 
Nordic investment bank, for 
an undisclosed sum. 

Peregrine said the deal 
would expand its presence in 
the sector, complementing its 
existing businesses in Asia. 

"Increasingly, clients do not 
look at the emerging market 
regions separately, but rather 
as a single asset class," said 
Mr Andrew Jamieson, chief 
executive of Peregrine Securi- 
ties International. “For this 
reason we’ve, taken the oppor- 
tunity to acquire a business 
which will give us exposure to 
emerging Europe, the Middle 
East and North Africa." 

Under the terms of the deal, 
Carnegie's 26-strong emerging 

... v 


markets team, which covers 
corporate finance, trading and 
research, will move to Pere- 
grine. Carnegie Emerging Mar- 
kets produces research on 
companies in Poland, Turkey, 
Israel and Greece, and is also 
active in Egypt, Hungary, 
Morocco. Romania and the 
Czech Republic. 

“These markets are at a 
stage where emerging Asia 
was 10 years ago." said Mr 
Ja mie son. The growth poten- 
tial was "huge", he added, not- 
ing that In the case of emerg- 
ing Europe stock market 
capitalisation was just 19 per 
cent of gross domestic product. 
This compares with about 67 
per cent for emerging Asia. 

The deal completes Car- 
negie's refocus on Us Nordic 
operations. The company has 
offices in all Nordic countries 
as well as in London, New 
York and Luxembourg. 


Foreign & Colonial Manage- 
ment is expected to retain the 
business of managing a sub- 
stantial part of one of tbe 
UK’s biggest pension funds 
when bidding for investment 
contracts begins in ’ the 
autumn. 

F&C Management, which is 
controlled by Germany’s 
Hypo-Bank, paid £53m 
($86.39m) last year for ESN 
Pension Management Group 
and a two-year contract to 
manage the electricity indus- 
try pension scheme’s assets of 
£15.5bn. 

However, from April 1998 
the 21 companies that are 
members of the scheme, wbich 
include National Power. 
PowerGen and the regional 
electricity companies, may 
take on new fund managers. 

Pension trustees will bold 
“beauty parades" in October 
at which they will hear pre- 
sentations from FCM and up 
to three other shortlisted fund 
management groups. 

Competition for the con- 
tracts is fierce and the UK’s 
leading fond management 
groups axe marketing them- 
selves intensively to trustees 
and their actuarial advisers. 

“This is the biggest beauty 
parade the pensions industry 
bas seen for years," one con- 
sultant said. 

“Everyone wants to get 
something out of this," said 
an executive of a leading fond 
management group. 

F&C Management refuses to 
say how much business it 
expects to retain. However, 
analysts expect FCM. whose 
management of the scheme’s 
assets has made it one of the 
largest institutional fund 
managers in the UK, to retain 
at least half of the business. 

Industry executives say that 
deregulation of the UK’s elec- 
tricity supply market next 
year means they are keen to 
avoid significant changes to 
pension schemes they sponsor. 

“With all the other issues 
confronting the industry at 
present, the amount of money 
being moved around will not 
be as great as people may 
imagine," said Mr David Jef- 
feries, chairman of National 
Grid, the electricity transmis- 
sion company for England and 
Wales, its pension fund, and 
the board of trustees of the 
electricity industry pension 
scheme. 

FCM has improved on its 
investment performance 
record this year. Mr David 
Manning, deputy chief invest- 
ment officer of Foreign & 
Colonial, said: “While perfor- 
mance when we first took over 
ESN may not have been as 
robust as we would have 
liked, we are now outperform- 
ing our competitors and are 
confident this is going to con- 
tinue". 

FCM is fund manager of the 
Foreign & Colonial Invest- 
ment Trust and other trusts. 
Its strategy in buying ESN 
was to use it as a platform to 
develop its small pension 
thuds management business. 


Shares in British Telecommu- 
nications, wbich have fallen 
sharply since its proposed 
merger partner MCI issued a 
profits warning last month, 
are expected to slide further 
today when the stock goes ex- 
dividend. 

Telecoms analysts predict 
the shares will fall by at least 
47p - the amount BT will pay 
to shareholders on the register 
before today. 

“These' shares are not going 
to go ex-dividend well.” said 
one analyst. “There is no 
doubt the shares have been 
artificially supported by the 
large dividend. Income funds 
have been waiting for this day 
for ages and in the meantime 
there’s been the bad news 
from MCI.” 

BT shares have lost more 
than 10 per cent since MCI 
announced in mid-July that its 
efforts to expand into the US 
local calls market would cost 
$800m this year. 

The profits warning has 
prompted the companies to 
review their merger plans, 
amid demands from some BT 
shareholders that tbe UK com- 
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pany should pull out if it can- 
not renegotiate the merger 
terms. Results of the review 
are not expected before the 
end of August. 

After their heaviest week of 
trading. BT shares closed last 
Friday at •asVip, up 10Y-p on 
the day and 2‘/*p on the week, 
as investors bought the stock 
ahead of the ex-dividend date. 
Friday’s price compares with a 
level of 477'4p before MCI’s 
surprise announcement. 

The dividends comprise a 
final of ll.95p and a 35p special 
payout ahead of BTs planned 


takeover of MCI. BT is offering 
5.4 of its own shares plus $6 
cash for each MCI share. 

At 426'.ip. its offer for the 
81-3 per cent of MCI it does not 
own is worth about $23.2bn. 
When the deal was struck last 
November, the offer was worth 
about $20bn. Some analysts 
say the shares could fall to 
34Qp in the coming days, even 
without news of the renew. 

"However, unless there are- 
new developments, we don't 
believe the shares will go 
much below 340p-350p. because 
at that level the yield starts to 
look very attractive.” said an 
analyst. The market is expect- 
ing a dividend of about I9p for 
the year to March 1998. 

Some institutional investors 
- who have seen BT shares 
plummet from a high of 502' ?p 
last fall - are also expected to 
hold on to their shares until 
the review is concluded. 

Hopes in the market of a sec 
ond special dividend to BT 
shareholders were dampened 
last week when, it said this 
would constitute renegotiation 
of the deal - something MCI 
appears determined to resist. 
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’s future at United in the balance 


By William Lewis, 

Investment Correspondent 

The future of Sir Desmond 
Pitcher 35 executive chair- 
man of United Utilities is in 
the balance ahead of a cru- 
cial board meeting at the UK 
multi -utility tomorrow. 

Following an embarrass- 
ing public boardroom row. 
several directors are said to 
be pushing for Sir Desmond 
to be ousted immediately. 

However, amid intensive 
private negotiations over the 
weekend. Sir Desmond has 


been fighting a rearguard 
effort to persuade boardroom 
colleagues to support him at 
the meeting and present a 
united front to shareholders 
tomorrow afternoon. 

“This thing has now gone 
too far. - one of the compa- 
ny's advisers said last night. 
“Something, rather someone, 
has to give." The company's 
official spokesman said: 
“They are having a board 
meeting but we are not 
going to comment on it". 

The long-running row 
stems largely from personal- 


ity clashes between Sir Des- 
mond and a number of for- 
mer and current directors. 
The dispute intensified last 
week when it emerged that 
Sir Peter Middleton, a non- 
executive director of United, 
had been canvassing opinion 
in the City about Sir Des- 
mond's role. 

Several shareholder 
groups have told Sir Peter 
that the company should put 
in place a new succession 
plan which would involve 
Sir Desmond perhaps becom- 
ing non-executive chairman 


this year. The shareholder 
groups are concerned that 
the current succession plan 
would see Sir Desmond and 
Mr Derek Green, chief execu- 
tive. both step down in 2000 
when the water industry's 
new price formula takes 
effect. 

However, other sharehold- 
ers are partly blaming Sir 
Peter for artificially stirring 
up their concerns and there 
are conflicting accounts as 
to whether Sir Desmond 
knew of Sir Peter's decision 
to visit shareholders. 


At the end of last week. 
Sir Peter and other United 
directors attempted to play 
down the extent of United’s 
boardroom troubles, but 
over the weekend attitudes 
appear to have hardened. Sir 
Desmond has gone on “a 
one-man war," one adviser 
said. “He started it and now 
it has to be finished." 

Some directors are said to 
want to re-examine last 
month’s departure of Mr 
Brian Staples, who resigned 
as chief executive of United 
after he bad apparently lost 


the confidence of the board. 

Sir Desmond still hopes to 
persuade United's directors 
to stick to their original plan 
and present a new succes- 
sion plan to shareholders in 
October. 

Sir Peter is yet to complete 
his meetings with sharehold- 
ers - at least one is due to 
be held in September - and 
some directors want to 
ensure the opinions of all 
fund managers have been 
heard before a decision is 
made on Sir Desmond's 
future. 



Trust says it would 
for Winterthur 


Sy William Hall in Zurich 

Speculation over the future 
of Winterthur. Switzerland's 
third biggest insurer, has 
grown following news that 
BZ Trust, the manager of its 
biggest shareholders, would 
welcome Winterthur's take- 
over by Credit Suisse. 

BZ Trust, a quoted invest- 
ment fund run by Mr Martin 
Ebner. Switzerland's best- 
known corporate predator, 
has told its shareholders it 
would sell the stake to 
Credit Suisse as part of a 
move to create Switzerland's 
biggest financial conglomer- 


ate. with a market capitalisa- 
tion of SFr60bn <$40bnl. 

The Credit Suisse deal is 
one of three scenarios envis- 
aged by BZ Trust for the 
Winterthur stake, which has 
been built up during this 
year. The others involve BZ 
Trust t akin g majority con- 
trol or selling the stake to a 
foreign insurance company. 

BZ Trust believes that 
with a strong shareholder 
behind it Winterthur could 
double its profits in a rela- 
tively short time. 

Mr Ebner left it to two of 
his junior executives to sign 
the letter to BZ Trust share- 


holders - but it bears all the 
hal lmar ks of a financier who 
likes to shake up sleepy 
managements. 

Winterthur shares have 
nearly doubled this year and 
have risen by more t han a 
third since the trusts Mr 
Ebner controls, BK Vision 
and StiUhalter Vision, began 
raising their interest to 
about 20 per cent from May. 

Although Mr Ebner has 
said he has a high regard for 
Winterthur’s management, 
the latest announcement is 
the clearest sign that his 
investment is a hostile 
move. 


Cinven invests 
Lloyds Chemists 


By Emiko Terazono 

Cinven. one of the UK's 
leading private equity spe- 
cialists, is backing the 
£55.5m management buy-out 
of the Ma earthy Gronp, the 
drugs manufacturing arm of 
Lloyds Chemists. 

The acquisition is Cin- 
ven’s fifth in the health 
market, and follows a 
£l.lbn deal last month to 
buy the UK and French hos- 
pital and healthcare inter- 
ests of Compagnie Generate 
des Eaux. 

Macartby is the last of 
three operations to be sold 


by Gehe. the German phar- 
maceutical wholesale group 
which bought Lloyds for 
£684m earlier this year. 

Last week, Gehe 
announced the sale of the 
Holland & Barrett health- 
food chain for £100m to 
NBTY, a Nasdaq-listed US 
vitamin manufacturer and 
retailer. The German group 
sold Lloyds’ veterinary 
drugs business in Jane. 

Macarthy, whose main 
trading subsidiary is Mar- 
tindale Pharmaceuticals, is 
a leading supplier or injecta- 
ble and other special medi- 
cines. 


.5m in 
unit 


Macarthy’s management 
wlU remain in place and 
will be joined by Mr Brian 
Linden and Mr Jonathan 
Clarke of Cinven as non-ex- 
ecutive directors. 

Cinven, which manages 
about £1.5bn on behalf of 
three clients - British Coal 
Pension Schemes, Railways 
Pension Schemes and Bar- 
clays Bank Pension Fund - 
said it was looking for fur- 
ther acquisitions. "Rather 
than businesses, we're 
looking to buy individual 
niche drags at the tail of 
portfolios of large compa- 
nies," said Mr Linden. 
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Patient Danes give no 
thought to quitting 


MD Foods is still 
committed to the 
UK despite losses, 
says Maggie Urry 
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plane is landing at 
Stansted airport car- 
rying both the management 
and the supervisory board of 
MD Foods, the large Danish 
dairy group. The 20 directors 
- including the 15-strong 
supervisory board, which 
represents the 9.000 dairy 
farmer-owners of the coop- 
erative - will begin a 
two-day tour of the group's 
UK facilities. 

The trip is a significant 
one. It is. says Mr Kim Niel- 
sen, chief executive of MD 
Foods International, the sub- 
sidiary which owns the UK 
business, “a clear signal to 
our customers, suppliers and 
staff of the importance and 
expectations attached to our 
UK operations, and of our 
total commitment to its suc- 
cess". 

It will be an even clearer 
signal to its competitors. 
Rumours have circulated for 
months in the milk industry 
that MD's losses in the UK 
would persuade it to with- 
draw from the market. That 
may have been wishful 
thinking, as the intensely 
competitive dairy industry 
has seen profits squeezed. 

Even though MD has 
always said it was in the UK 
for the long term, a recent 
circular on the dairy' sector, 
by Henderson Crosth watte, 
the brokers, referred to 
"MD's stubborn refusal to 
say Uncle" fto concede 
defeat]. 

It now seems clear that 
MD has not the slightest 
intention of quitting. Indeed, 
j from a Danish perspective, it 
could hardly afford to. 

The UK is much the larg- 
est single market for the 
group - which dominates its 
Danish domestic market. 
Denmark's population is 
only about a tenth of the 
j UK's, and MD's 85 per cent 
j share of the Danish dairy 
market leaves it little scope 
to expand there. 

Two-thirds of its business 
is outside its home country'. 
It exports its Lurpak burter 
and Danish Blue cheese 
around the world, and. as 
well as in the UK. it has 
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plants in South Korea. Bra- 
zil. and Saudi Arabia. 

After exporting to the UK 
for many years, MD made its 
first move into UK produc- 
tion in 1990. when it 
acquired Associated Fresh 
Foods, a Leeds-based dairy 
business, for £92.4m. Since 
then it has made three more 
sizeable acquisitions, the lat- 
est being Lord Rayleigh's 
Dairies a year ago. and 
upgraded plant, too. Its total 
investment in the UK is esti- 
mated to reach some hun- 
dreds of millions of pounds. 

Its six dairies have 16 per 
cent of the UK liquid milk 
market, while Lurpak has 23 
per cent of the branded but- 
ter market Even so, In the 
financial year to June 30 
1996. MD Foods International 
lost £22 m. 

Mr Knud Eric Jensen, 
c hair man of the supervisory 
board, says the group is 
financially strong enough to 
carry short-term losses 
because the long-term strat- 
egy is sound. 

in the last year. MD has: 
launched a £55m capital 
investment programme to 
modernise all its UK sites, of 
which £25m has been spent 
so far; made the Lord Ray- 
leigh's purchase; launched 
new products such as Lur- 
pak Spreadable butter and 
Tastes Like Fresh longlife 
milk: and is soon to 
announce further launches 
of branded milk products. 


Mr Nielsen says, “our 
whole business focus has 
been retuned to working 
closely with key retailers." 
This has allowed MD to gain 
“a much clearer understand- 
ing of where to target 
resources and investments" 
to best effect, concentrating 
on five sectors - liquid milk; 
fresh dairy products; special- 
ity cheeses; butter and fruit 
juices. 

Air Jens Bigum. group 
managing director of MD. 
says “the UK represents a 
land of opportunity" for his 
company. As well as provid- 
ing a big market for the UK 
and Danish plants, it gives 
the group a larger base from 
which to supply retailers "on 
a pan-European basis into 
the next century". 

Mr Nielsen concedes that 
competition in the UK dairy 
market is intense, with “too 
many milk producers chas- 
ing too few customers". Like 
others in the industry, he 
expects further rationalisa- 
tion, takeovers and alliances, 
such as the recent Avon- 
more/Waterford merger in 
Ireland. 

MD will play a part in this 
restructuring, he says, hint- 
ing that it could make mare 
acquisitions. “MD is in the 
UK market to stay." he 
stresses, while companies 
lacking the “vision. 
resources and will to invest" 
will "by default, change the 
shape of the industry". 


NEWS DIGEST 


SEC moves on 
Victorias Milling 

A management committee will be formed to oversee the 
rehabilitation and operation of Victorias Milling, the 
financially troubled Philippines company, a Securities 
and Exchange Commission officer said yesterday. 

Victorias is the flagship company for the a i li n g Philip- 
pine sugar industry and the largest sugar refiner in Asia. 
The highly-uncompetitive sugar industry has yet to find a 
convincing answer to global competition. It has been 
watching debt-strapped Victorias closely as the fate of the 
company will affect the whole sector. 

"In view of the urgency of the matter; the grave social 
and economic consequences, the hearing panel resolved to 
grant the request for a regular management committee," 
said Ms Rosalina Tesorio, the SEC hearing officer. The 
committee will be made up of two representatives from 
secured bank creditors, two from unsecured b ank credi- 
tors, two from the company and one from the SEC. said 
Ms Tesorio. 

Ms Tesorio held a closed-door hearing on Friday to 
discuss the petition by Victorias to create a management 
committee to help restore it to sound financial standing 
after years of losses brought about by low sugar prices in 
the domestic market 

Victorias was recently granted a moratorium to pay its 
debts amounting to 4.423bn pesos ($!55m) owed to 32 
financial institutions. One bank had already filed a fore- 
closure proceeding against its marketing arm. while two 
other banks have filed civil suits for damages arising 
from allegedly worthless collaterals. 

Under the rehabilitation plan, Victorias will upgrade its 
facilities over the next five years, sell its non-essential 
assets and seek new investors to inject fresh money into 
the company. Reuter, Manila 

BASF, Petronas in venture 

BASF, the German chemicals group, has signed a $700m 
joint venture agreement with Petronas, the Malaysian 
state-owned oil company, to build an Integrated petro- 
chemical complex in central Malaysia. 

The complex, situated on a 180 hectare site in Kuan tan 
on the east coast of the Malaysian peninsula, is part of a 
series of investments announced last year by BASF aimed 
at expanding its Asian operations. 

By 2001, the group plans to spend between 25 per cent 
and 30 per cent of its DM30bn (Jl6.2bn) investment budget 
in Asia. This marks a change of direction from the previ- 
ous five years, when it committed only 5 per cent of its 
DM23bn budget to Asia. 

The complex, which will comprise an acrylic add plant 
with an annual capacity of 340,000 tonnes, and an oxo- 
alcohol plant with annual capacity of 220,000 tonnes, will 
be 60 per cent owned by BASF and 40 per cent by 
Petronas. 

The acrylic acid plant is due to begin operations in 2000, 
and the oxo-alcohol plant in 2001. The complex will make 
chemicals for the textile, leather, paper, plastics and adhe- 
sives industries. Sarah Althaus, Frankfurt 

Television Azteca plans IPO 

Televisidn Azteca, Mexico's second largest broadcaster, 
has confirmed its plans to proceed with a global initial 
public offering this week, handled by the Mexican finan- 
cial institutions Inbursa and Serfin. 

The offer of 23.92 per cent of the company's stock, will 
list shares on the New York Stock Exchange and Seaq, as 
well as on Mexico City's balsa, and is planned to raise 
between 4.4bn and 5bn new pesos ($563m-$64Qm). 

The company has an option to increase the offer by 15 
per cent The offer is primarily aimed at allowing minor- 
ity shareholders to cash in on their initial investment in 
the company. Daniel Dambey. Mexico City 

Columbia/HCA CFO quits 

Mr Robert Steams, the chief financial officer of Columbia/ 
HCA, the troubled US healthcare group, has resigned with 
effect from August 31. The company said Mr Stearns had 
been “hired by the previous management" on July 21. The 
news came on Friday, a day after the nation's largest 
for-profit hospital chain said it would widen disclosure of 
its Medicare cost reports, impose a new review system on 
Medicare coding procedures and adopt a new regulatory 
compliance programme. Reuter, Nashville 

PUtel profits down 66% 

Pibpino Telephone Corporation (Piltel), the Philippines' 
main mobile phone operator, saw net profits for the first 
six months of 1997 dive 66 per cent to 165.8m pesos ($5.8m) 
from 487.6m pesos a year earlier. 

Fraudulent and non-paying customers have pushed the 
company's operating expenses up 26 per cent to 2.1bn 
pesos, limiting revenue growth to only 6 2 per cent year- 
on -year to 2257bn pesos from 2.4bn pesos. Revenues were 
also stunted by interest payments that expanded “other 
charges" to 244.3m pesos from 89.5m pesos. 

Telecoms analyst Mr Russel Ong of Anscor Hagedorn 
Securities said the figures came as no surprise in view of 
the company's poor first-quarter performance. "The com- 
pany suffered a huge write-off of bad debts, which were 
incurred due to clonin g and delinquent accounts," he 
said. “They now had to begin cleaning up those 
accounts." On Friday Piltel shares inched up to 12.00 
pesos from 11.50 pesos at the close of trading on the 
Philippine Stock Exchange. Neri Tenorio, Manila 

ADB raises $300m in US 

The Asian Development Bank (ADB) has launched a 
$300m public bond issue in the US with Morgan Stanley 
Dean Witter as lead manager on a bought -deal basis. 

The bonds were priced at 100 per cent, with a coupon of 
6-22 per cent payable semi-annually, and a 30-year matu- 
rity. The issue wfll be unlisted and has pul options every 
five years starting on the 10th year. 

Settlement and clearing will be through the Federal 
Reserve book-entry system. The Manila-based ADB said 
the proceeds would be part of its ordinary capital 
resources used in non-concessional lending operations. 

Neri Tenorio 
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By Mark Ashurst 
in Johannesburg 

Black business is set to 
acquire a majority stake in 
South Africa's leading com- 
puter company, following 
last week's ann ouncement of 
a merger between Persetel 
and Q-Data. The deal will 
create the country's largest 
Information technology 
group, with a market value 
of about R12bn <SL6bn). and 
clear the path for black busi- 
ness to take control of its 
local operations. 

Mr Leen van der Bilj. 
Q-Data chai rman, confirmed 
that the merged group 
intended io separate its 
South Afri can business from 
its foreign interests, which 
include Persetel subsidiaries 


Compares and Telemation 
AG. The local businesses, 
which contribute about 39 
per cent of Persetel's operat- 
ing profit and more than 90 
per cent of the smaller Q- 
Data's eamiugs. would form 
a new company to be known 
as PQ Africa. About 51 per 
cent of the new company 
would be sold to black busi- 
nesses to promote black eco- 
nomic empowerment. 

The move could also pre- 
cede a separate listing of the 
new group's international 
Interests on a foreign bourse. 
Persete! has recorded strong 
growth from supplying 
mainframe systems to 
emerging markets in eastern 
Europe, and is currently pur- 
suing a joint venture in 
Latin America. 


Analysts said a demerger 
that vested control of the 
local business in the hands 
of black Investors would 
enhance its prospects of win- 
ning lucrative government 
contracts. 

The transformation of 
South Africa's government 
bureaucracy has stimulated 
a sharp increase in demand 
for new Information technol- 
ogy and consultancy ser- 
vices. To encourage black 
economic empowerment, the 
state tender board has intro- 
duced regulations to favour 
companies with black busi- 
ness partners. 

The merger follows both 
the resignation of Mr Piet 
den Boer, the former Q-Data 
chair man, and the unbundl- 
ing of Q-Data 's ultimate par- 


ent. Anglo vaal industries, Veegh, 
the conglomerate demerged Morgan Gr 
last year from the Anglovaal . merger wou 
mi n in g house. Analysts said er’s in t ere 
Mr den Boer quit earlier this group to les 
year after he opposed previ- But Mr 
ous merger talks. chairman. 

The deal could enable would lead 
Kunene Brothers, a family- black busin 
run industrial group which bid for a lai 
began trading in the 1970s as tel is also 1 
a chilled drinks distributor talks with 
in the townships outside business gr 
Johannesburg, to emerge as emerge as ; 
a dominant group In South ner, or rival 
Africa's fast-growing infer- Analysts 
ination technology industry, merger, wi 
Prior to the merger would enabl 
announcement, Kunene was ket software 
poised to acquire about 30 setel's large 
per cent of Grinaker Hold- “There are 
ings, a subsidiary of Anglo- from both 
vaal Industries with inter- Chris Veej 
ests in Q-Datq. Mr Chris Deutsche Mi 
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COMPANIES AND FINANCE 


Questions raised over strategy at BHP 

A string of resignations has left investors in ‘The Big Australian’ concerned over its future 
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By flb*tvth Hobfo^on 
In Sydnoy •' 

The Australian government 
yesterday said it was on 
course to list one-iikd of the 
shares in Telstra, the coun- 
try’s telecommunications 
giant. In November- 
Mr John Fahey, finance 
minister, said If applications 
for shares exceeded the num- 
ber available to the public, 
those who "reserved an offer 
document by September 12 
and later took up the offer 
would receive at least SO per- 
cent more than the mini- 
mum allocation. : 

The Telstra offer, which is 
expected to yieW more than 
ASlObn (US$7.3bn) for the 
government h likely to be 
the biggest privatisation in 
the world over the nest year. 

Offer documents will be 
sent out In October with. the 
listing likely In the second 
half of November, subject to 
market conditions. Some 65 
per cent of the shares on 
offer will go to Australian 
Investors and institutions. 

Mr Fahey said the govern- 
ment was considering a sale 
in two instalments, - but 
Investors would receive tan 
dividend rights immediately. 
He also confirmed that a fur- 
ther 3.8 per cent of the 
shares would be reserved for 
Telstra's 69.000 employees, 
who would be offered incen- 
tives to bay. . 

They will be allocated one 
free share for every four 
bought ton maximum of 500 


free shires and will be 
: offered Interest-free ’loans to 
help finance tb* purchases. 

- Mr Frank Blount; Telstra 
chief executive, will stay on 

-' the board until at least the 

- end of the year. “The board 
has been appointed. Their 
term extends way beyond 
the sale." said Mr Fahey. 

He added that, the govern- 
ment had not considered fur- 
ther ^tles of its stake. 

Telstra, which reports its 
annual results later this 
. month, is expected to 
announce write-downs of up 
to A$i.5bn. mainly on its 
cable investment. 

Last week Mr lan -McLach- 
lan, defence minister, said 
talks were continuing on the 
cost to Telstra of getting out 
df a AJl.lbn radar system 
contract with Lockheed -Mar- 
tin and Transfield Defence 
Systems. He hoped Investors 
in Telstra would know the 
company's liabilities before 
the sale. Software difficulties 
at the Jlndalee Operation 
Radar Network contract 
have put It behind schedule. 

The Telstra privatisation 
is one of five planned inter- 
national telecommunications 
share offerings this year. 
Telecom Italia, and - proba- 
bly - France Telecom will Ik 
floated through initial public 
offerings, Bankers put the 
combined value of the stakes 
that may be sold at about 
$I5bn* There should also be 
a third tranche of Portugal 
Telecom and a stake in Hun- 
gary's Matav. 


F riday's implosion at 
the heart of BHP, end- 
ing a week that wiped 
more than A$2bn 
(US$1 .47bn) off the Austra- 
lian resources group's 
shares, has left investors 
wondering if BHP has got a 
grip on its management. 

The resignation on Friday 
of Mr John O'Connor, the 
head of BHP's petroleum 
division, followed the retire- 
ments of two other directors 
earlier in the week. Mr John 
Prescott, the company's 
chief executive, said be 
accepted Mr O’Connor's res- 
ignation “with regret", but 
the departure of the outspo- 
ken Irish oil man only two 
years after he joined the 
group opens up questions 
about BHP’s future strategy. 

Mr O'Connor was well 
known to have favoured a 
spin-off of his division, 
which last year made profits 
of A5693m against BHP's 
A&lOm after write-offs. 

Last week matters came to 
a head, when in a briefing 
with analysts he was said to 
have outlined his proposals, 
arguing that the petroleum 
unit was undervalued. 

Mr Prescott admitted the 
board went some way 
towards looking at a petro- 
leum spin-off. It appointed 
external advisers and had 
reached the stage where it 
understood some of the alter- 
natives , but decided a float 
was not in the interests of 
the group as a whole. “It is 
not in the overall interest of 
the company to extract 
value from petroleum. It has 
been an important part of 
BHP for some time and of 
managing BHP's exposure to 
commodity markets.” 

Mr Jerry Ellis, BHP's 
chairman, said spin-offs 
were not a strategy that 



BHP rejected. The different 
rationale of Mr O'Connor 
and Mr Prescott is easy to 
understand. 

Over the past three years 
BHP Petroleum has injected 
A$3bn into the group - and 
its assets, which include a 
half share in the Bass Strait 
fields, could reach A$l8bn. 

Mr O'Connor is thought to 
have favoured a partial flota- 
tion, which he believed 
would unlock the additional 
value of the petroleum divi- 
sion while still allowing BHP 
to benefit from its recent 
strong performance. 

Some investment bankers 


argue that oil subsidiaries of 
conglomerates are rarely val- 
ued at the same level as 
their independent peers. 

This is because groups 
such as BHP are usually val- 
ued according to their earn- 
ings, while independent 
exploration and production 
companies are valued more 
on their overall asset base, 
only part of which may be 
producing current revenues. 

Some analysts say the 
BHP board balked at sup- 
porting a flotation because it 
was worried about the 
impact of such a move on its 
share price. Compared with 


petroleum's 65 per cent prof- 
its rise last year the rest of 
the company looks stagnant 

BHP made write-downs of 
nearly ASlbn related mainl y 
to its US copper operations. 
Magma, bought for A$3.2bn 
last year, made a return on 
assets of just 0.2 per cent 
while weaker prices dented 
profits at Escondida in Chile, 
described by one analyst as 
a “phenomenal asset". 

One division that BHP has 
tackled with resolve is steel. 
In April it announced that it 
was closing its Newcastle 
steelmaking facility to focus 
on higher value-added pro- 


duction. It is also clear that 
the company is getting 
tough on management. 

It insists that the two 
senior retirements - of the 
heads of the iron ore and 
minerals divisions - 
announced just before Mr 
O’Connor's departure, were 
a coincidence. 

However they did coinride 
with an announcement of 
cost overruns and start-up 
delays at BHP’s hot briquet- 
ted iron (HBI) plant in Port 
Hedland, a project in which 
both retiring directors had 
been involved. 

On Friday, Mr Prescott 


issued a strong warning to 
divisional heads. “We expect 
people to be accountable for 
controllable events that have 
an impact on the company," 
he said. 

Investors also worry about 
accountability, particularly 

as BHP's chairman. Mr Jerry 
Ellis, came from the ranks of 
the company after an 
attempt to appoint an exter- 
nal candidate failed. 

The Australian Sharehold- 
ers Association said on Fri- 
day it shared the concern 
about governance. 

“We do feel that the whole 
board structure needs to be 
exa min ed particularly in 
relation to the promotion of 
a former employee to the 
position of chairman," it 
said. 

Last week's events raise 
questions about whether the 
board has really tackled the 
underlying issues of the 
structure of the conglomer- 
ate - and if it is the best 
format for realising the max- 
imum value of the individual 
businesses. 

Much work needs to be 
done to win back the faith of 
investors, especially as 
another challe n ge is looming 
for “The Big Australian". 

With a capitalisation of 
A$36bn, BHP accounts for 
nearly 10 per cent of Austra- 
lia’s All Ordinaries index 
and has been a must for for- 
eign fund managers. 

The forthcoming ASlObn 
partial float of Telstra, the 
telephone company, and the 
proposed ASlObn listing next 
year of Australian Mutual 
Provident, the life company, 
will soon give investors a 
wider choice. 

Elizabeth Robinson 
Robert Corzine 
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Crfidit Lyonnais, the French 
state-owned bank, has 
signpd an agreement in jatn- 
ciple to -sell "its " retail 
operations in Portugal to the 
Spanish group Caixa QalidaL 

The action is toe latest M 
a series of asset sales finked 
to Credit Lyonnais' require- 
ment under a 1995 restruct- 
uring plan to selL its - retell 
activities outside Pram*. 

The bank recently jsoM 
Bergamasco in Italy, as well 
as its retail operations Sri 
Greece and Sweden.- It is also 
In the process of - selling 
Wood Chester, its Irish based 
specialist credit subsidiary. 

It said that the latest sale 
was still subject to due dili- 
gence, but would probahly 
be completed by October. 

Credit Lyonnais Portugal, 
which employs 330 staff; 
reported 1998 net profits of 


FFri2m ($2Jhn) on banking 
Income of FFrl77m. Total 
assets were FFr7bn. 

The series -of asset sales, 
combined with improved 
operations, should help push 
the bank back into signifi- 
cant profit as part of its 
strategy agreed with the 
French, government to 
strengthen Its reserves with- 
out recourse to a new state- 
backed recapitalisation; 

Credit Lyonnais is still 
eventually likely to be forced 
to sell BfG, the German 
bank in which it holds a con- 
trolling interest, but is 
believed to be pushing for 
more tone to ensure it does 
not record a large capital 
lass as a result 

Separately GAN, the state- 
owned French insurance 
group, said it has sold a port- 
folio of 75 buildings in its 
“defeasance" structure with 
a gross value of FFT3bn to 


Morgan Stanley and Con- 
structs. 

The sale comes after 
France's new Socialist gov- 
ernment confirmed last 
month that the privatisation 
of GAN linked to a FFr24bn 
state rescue package would 
go ahead as agreed with the 
EU competition authorities 
in Brussels. 

It said the deal, on which 
it wag advised by Bankers 
Trust, was for more than the 
price recorded at the end of { 
1996, against which the 
French government gave its 
guarantee as part of the 
restructuring. 

The property investments, 
from its Baticr&dit and 
Parixel subsidiaries will con- 
tribute towards the eventual 
sell-off in whole or parts of 
the entire GAN group, 
including its property assets, 
core insurance activities and 
banking arm CIC. 
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The storming out- 
performance of big stocks in 
the past couple of years has 
been widely remarked. The 
chart alongside - which 
compares the main blue-chip 
index in each market with 
an index of small-cap stocks 
- shows bow much better 
big companies have done 
since January 1996. The 
same pattern shows up if 
you start the chart in Janu- 
ary 1997. 

What has been much less 
widely commented on is the 
obverse of this phenomenon: 
the sustained under-perfor- 
mance of small cap stocks. 
This is surprising, since poor 
relative performance by 
small stocks flies in tbe face 
of a number of accepted 
orthodoxies. 

On an economic level, it 
has become accepted wisdom 


that small companies pro- 
vide most of the job creation 
in developed economies. 
They are the motor of inno- 
vation. the home of creative 
entrepreneurship, the dis- 
tinctive feature that sets 
America's robust growth 
apart from those sluggish 
old European economies. 
Surely these sterling 
achievements should also be 
reflected in stock market 
performance also? 

In financial theory’, also, 
small companies are conven- 
tionally viewed as winners. 
Few conclusions of modem 
finan cial theory are as well 
accepted as the “small com- 
pany effect" first identified 
by Professor Rolf Banz in 
1931. It is true that this sta- 
tistical finding - that over 
time smaller companies sig- 
nificantly outperform larger 


ones - is occasionally sub- 
ject to debate. Sceptics point 
out that the Prof Banz stud- 
ied smaller New York Stock 
Exchange companies - not 
really small companies as 
the term is generally used. 
Others point out that, even if 
the effect exists, it is hard to 
take practical advantage of 
it since co mmi ssions and 
spreads on small stocks are 
larger than on bigger issues. 

But in general, financial 
market theorists and individ- 
ual investors tend to accept 
the small company effect 
without question. Outside 
the r anks of specialists in 
the subject, any discussion 
of the effect is co nfin ed to 
the search for explanations. 
One of these is the likelihood 
of “survivor bias" in the 
small -cap indices - unsuc- 
cessful small companies are 


quickly weeded out by bank- 
ruptcy. so over time small 
cap indices will consist only 
of naturally outperforming 
companies. Another is the 
shortage of easily-available 
Information about small 
companies, leading to a 
greater market inefficiency, 
and thus a higher chance of 
out-performance by canny 
stock selection. 

All three communities - 
economists, financial - mar ket 
theorists and the investor in 
tbe street - thus have an 
implicit faith that. In the 
long run. small companies 
will do better than larger 
ones. IT that has not been 
true for the past 18 months, 
it will certainly occur in 
future. The s mall companies 
effect, as originally identi- 
fied. was unusually volatile, 
says Ronald Kahn of Barra. 


the quantitative analysts: 
“It's a long-term effect and 
there are long periods of 
time when it doesn't seem to 
work.” 

Investors who hold to this 
belief continue to buy small 
stocks in the expectation of 
some long-term reversion to 
the mean. But what if, as 
Thomas McManus of Nat- 
West Securities in New 
York, argues, no such mean 
exists? Small cap enthusi- 
asts, he says, see the recent 
performance “as an anomaly 
and an opportunity, whereas 
I see it is a beginning of a 
reaction restoring the natu- 
ral relationship." 

Mr McManus believes the 
boom in initial public offer- 
ings. and the record prices 
investors have been willing 
to pay for new companies, 
has changed the game. “The 
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capital markets have pene- 
trated deeper into the econ- 
omy to identify promising 
companies,” he says. Much 
of the potential out-perfor- 
mance of smaller companies 
is now captured in the prices 
at which they come to mar- 
ket. Companies are going 
public with market capitalis- 
ations of $800m to $ibn. he 
says, that could have been 
bought for $10m in 1992. “A 
lot of the juice has been 


squeezed from the orange,” 
so the potential for further 
appreciation is limited. 

The problem with this 
argument is that, while it 
may be true, it is largely 
confined to the US. Yet the 
relative under-performance 
of small stocks is a global 
phenomenon: Mr McManus 
believes this may be due to 
the wave of overseas invest- 
ment from the US, which 
tends to be concentrated in 


better-known stocks, push- 
ing up their prices. 

Whatever the reason, 
small companies as a group 
have certainly not done well 
recently. That does not rule 
out the possibility of making 
money hum finding the next 
Nike or SAP! But, .'in the 
recent past at any rate, the 
markets have not been 
rewarding strategies based 
around holding broad portfo- 
lios of smaller stocks. 


COMPANY RESULTS DUE 


Sharp gain 
expected 
from SBC 
at halfway 


SBC. the Swiss bank, is 
expected on Wednesday to 
report a sharp improvement 
in first-half net profits as 
worldwide equity gains 
prompt jumps in trading and 
co mmis sion income. 

Analysts expect SFrl.22bn- 
SFrl_22bn ($730m-$800m). up 
from SFr72m. Trading 
income is estimated at 
SFrl.9bn-SFr2.25bn, against 
SFrl.48bn. 

Commission income is 
estimated at SFr2.5bn- 
SFr2.85bn. up from 
SFr2.11bn; and interest 
income between SFrl.45bn 
and SFrl.58bn. against 
SFrl.Kbn. AFX. Zurich 


■ UPM-Kymmene. the Finn- 
ish pulp and paper group, is 
on Thursday expected to 
report profits after financial 
items for the six months to 
June of FM3.15bn-FM3.54bn 
l$560m-*630m). 

The average analysts' esti- 
mate is for profit after finan- 
cials of FM3.36bn. with a 
boost From favourable sec- 
ond-quarter currency move- 
ments due to the strong dol- 
lar and sterling offset by 
continuing low forestry 
product prices. 

Comparisons with the first 
half of 1996 are not possible 
as the company has changed 
its accounting from four- 
month reporting to quar- 
terly. 

In the first four months of 
1996, profit after financials 
was FMl.65bn. and for the 
First eight months it was 
FM2.67bn. The first-half fore- 
casts include about FM2.3bn 
in capital gains. 

AFX Helsinki 


U Hunter Douglas, the 
Dutch window covering 
and architectural products 
group. Is expected on 
Wednesday to report first- 
half net profit of FI 76m- 
F1 Sim (£36m-$38m) - up 
from FI 62.9m a year 
earlier. 

Analysts predict first-half 
earnings per share of FI 2.13- 
Fl 2.2. up from estimates for 
the comparable year-earlier 
figure of FI 1.77-F1 1.78. A 
year ago. Hunter Douglas 
reported first-half earnings 
per share of FI 3.55. The com- 
pany split its shares two-far- 
one in July. 

In its first quarterly 
results published in May. 
Hunter Douglas reported a 
rise in first-quarter net profit 
to FI 30.3m from FI 25.3m, 
with pre-split earnings per 
share up at F! 1.69 from 
FI 1.44. 

Analysts at ING Barings 
are looking for second- 
quarter net profits in the 
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■ On the same day Smith & 
Nephew, the UK healthcare 
group, is expected to reveal 
the damag in g impact of the 
strength of sterling when it 
announces interim pre-tax 
profits of £8l.5m (£94. 8m) on 
sales of about £530m. Klein- 
wort Benson, the broker, 
however, expects the divi- 
dend to be edged up to about 
2.4p (2.29p ). 


had intended to complete the 
sell-offs by this stage, bat 
said progress had been slow. 
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region of FI 50m or FI 1.35 
per share. AFX. Amsterdam 


■ General Accident's inter- 
ims on Tuesday are expected 
to produce an operating 
profit of between £240m 
(S384m) and £26Qm. com- 
pared with last year's £l94m. 
Analysts are pencilling in a 
net dividend of between 12.2 


and 12.43p (ll.44p). There 
are high expectations that 
the UK insurer should out- 
perform its peers on its 
underwriting profits in the 
UK. Another area of interest 
will be how fast it is growing 
its life profits, with some 
analysts forecasting more 
than £60m, compared with 
£46m. 


■ Glynwed, the engineering 
group, is forecast to report 
interim pre-tax profits of 
between £40m and £42m on 
Tuesday, compared with 
£40.2m last time. 

Analysts are keen to see 
how the strength of sterling 
Is affecting Glynwed *s 
exports. They are also con- 
cerned about cheaper 
imports raising competition 
in Glynwed's consumer mar- 
kets in the UK. Glynwed is 
also expected to reveal- 
details of its year-long pro- 
gramme of 22 disposals. It 


■ BICC, the cables and con- 
struction group that issued a 
profits warning in April, is 
expected to report on 
Wednesday a fall in interim 
p r ofits from £63m to £55m, 
and possibly to cut the 
interim dividend by lp to 3p. 
Shares in the group, which 
launched a £170m rights 
issue at 270p nearly a year 
ago. have fallen below lTOp 
since its warning that 
sharply reduced demand for 
power cables in Italy and 
Germany would undermine 
first-half profits. 


interests in direct marketing 
by acquiring a 7Q per .cent 
stake in France's Bellanger 
Foucaucourt Associes. In 
June it paid £L0.2m for 14.4 
per cent of CIA, the indepen- 
dent media buying company. 


■ WPP. the world's largest 
marketing services group, is 
expected on Thursday to 
report interim profits up by 
about £10m to £78m in spite 
of revenues held flat by the-, 
strength of sterling. The 
group last week expanded its 


■ Alliance & Leicester on 
Friday will report its first 
interim results since con- 
verting into a bank -and 
floating on the stock 
exchange in ApriL Estimates 
range from £I75m to £195m, 
after &0m-£40m of conver- 
sion costs. A&L is reckoned 
to have just -about held its 
share of the mortgage mar- 
ket but will have suffered 
pressure on deposit margins 
as investors took their wind- 
foil money and ran. Though 
the bank’s valuation is cur- 
rently the lowest of the con- 
verted building societies, 
many analysts -believe its 
share price is- stitt-bolstered 
by the belief that it will 
eventually be taken over. 
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CONSOLIDATED BALANCE SHEET 

(AT 30 JUNE 1997) 


ASSETS 
Liquid funds 
Marketable securities 

Placements with banks and other financial institutions 

Loans and advances 

Interest receivable 

Investments in associates 

Other investments 

Other assets 

Premises and equipment 


LIABILITIES 

Deposits from customers 

Deposits from banks and other financial institutions 

Certificates of deposit 

Interest payable 

Other liabilities 

Minority interests 


TERM NOTES. BONDS AND OTHER TERM FINANCING 


SHAREHOLDERS' FUNDS 


Share capital 
Treasury stock 

Reserves & retained earnings 
Current period's profit 


CONSOLIDATED INCOME STATEMENT 

(6 MONTH PERIOD TO 30 JUNE 1 997) 
INCOME FROM OPERATIONS 
Net interest income 
Other operating Income 


TOTAL INCOME 
Operating expenses 

OPERATING PROFIT BEFORE LOAN LOSS PROVISIONS 
Loon loss provisions 


PROFIT BEFORE TAXATION AND MINORITY INTERESTS 

Taxation on foreign operations 
Minority interests in subsidiaries 


Minority interests 

NET PROFIT FOR THE PERIOD 


CUSS million) 

) June 97 

30 June 96 

242 

268 

2.851 

2.219 

7.180 

6.817 

11.471 

10.922 

533 

376 

82 

60 

93 

104 

354 

286 

453 

445 

23,209 

21,517 

10.483 

9.455 

8.159 

8,066 

263 

260 

442 

317 

415 

301 

308 

272 

20,070 

18,673 

1.427 

1,250 

1.000 

1,000 

(75) 

(75) 

718 

608 

69 

61 

1,712 

1,594 

23,209 

21,517 

(U5S million) 

June 97 

Jon - June 96 

224 

196 

140 

128 

364 

324 

(203) 

(207) 

161 

117 

(46) 

(14) 

115 

103 

(25) 

(27) 

( 21 ) 

(15) 

69 

61 
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' INTERMAnOMAL EQUITIES By 

Italians find a taste for shares 


The monastic silence inside 
tbe Borsa 1 tali ana's Mussoli- 
ni -era building In Milan 
gives no indication that the 
Italian public is rushing to 
buy shares in unprecedented 
numbers. 

But they are. Intense 
domestic retail interest in 
the privatisation programme 
has played a crucial role in 
making recent flotations a 
success. Italians are raiding 
their once-sacrosanct 
savings accounts to plough 
Hinds into equities. 

Mr Francesco Cesarini, 
chairman of the soon-to-be- 
privatised Italian stock 
exchange, sees a definite 
change of attitude by the 
Italian public towards 
shares. He says this Is part 
of a trend which has seen 
the attitudes of banks and 
pension funds change too. 

“Financial institutions and 
pension funds are slowly 
teaching Italian investors 
that there is something else 
to invest in besides govern- 


ment bonds." Mr Cesarini 
says. “Of course, when the 
market Is booming interest 
is even greater. ’’ 

The privatisation drive has 
seen several household 
names either sold or about 
to be. With each offering, the 
□umber of applications from 
retail investors expands, say 
investment bankers. 

Earlier this summer, the 
third tranche of Eni, the oil 
and gas group, attracted 
roughly 800,000 applications, 
□early double the number 
for the first offering. It also 
required less Intensive mar- 
keting. 

Bankers predict that when 
Telecom Italia comes to the 
market, probably later this 
year, there could be more 
than lm applications for 
shares from retail investors, 
many of them customers of 
the company. 

Incentives Tor domestic 
buyers included in the offer- 
ings have helped to make 
the privatisa tions attractive. 


These Included bonus shares 
if the original holdings were 
held for a certain period of 
time, and offers of stock in 
the IPOs at a discount to the 
price large professional 
investors were asked to pay. 

One banker says that the 
secret in attracting such 
high levels of support lies in 
convincing potential buyers 
of the shares that the 
returns they could make - 
from dividends and potential 
capital gains - would at 
least be equal to those avail- 
able from alternative forms 
of investment, such as gov- 
ernment bonds. 

The boost at the European 
Union's Amsterdam summit 
in June to Italy's chances of 
being among the founding 
members of the single cur- 
rency sent the spread of Ital- 
ian government bonds over 
German bunds plummeting 
to about 80 basis points. 
Although it has risen again 
recently, bond yields are 
expected to remain low. 


unless monetary union col- 
lapses. 

•- That is driving a redirec- 
tion of savings from bonds to 
equities. So far this year, 
Italian mutual funds have 
attracted the strongest flow 
of funds since 1994, accord- 
ing to Morgan Stanley Dean 
Witter, with total inflows 
into equity, bond and bal- 
anced funds above L66bn 
($37m). compared with LGObn 
in all of last year. 

While Italian equity funds 
are still less popular than 
foreign equity funds, more 
Italians are opening private 
portfolio accounts, at tile big 
banks and investing directly 
in tbe market rather 'than 
through other vehicles. ' 

This is all good news far 
the government Privatisa- 
tion is likely to continue 
because the ; ^verimrent 
needs the moneyv. ' one 
banker says. 'It is likely to 
mean even more attention 
being paid- ter local 1 investors 
in future seBoffe/ -• * - r '■ . 
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The exuberance that hits 

charactmaed US markets ' 

. this yttrslipped on Friday, 
as rallying bond and stock 

mftrtatewMgJntflTgrerae. 

The rise in tie knte bontf 

yield to more thaa eloper 
cent aweared to haw been ■■ 
the main driver of stodc - 
maritetweeto^ 

. Most analysts sald4hei - 
weakness s^ned.to be a '■ 
minor corxecdoa, andeotoe 
pointed to profit-taking;' as 
investors sought to ^take _ 
advantage of the recent ' 
strong run-op, 

Mr Philip Braverman of 
DKB Securities said the 
seU-off reflected ctmcenx 
about Increased corporate 
borrowing, the disappointing 
distribution of tbe 30-yaar 
Treasury bond auction and 
“fears of an economic 
rebound sufficient to trigger 
inflation and a Fed arming" 
but described these concerns 
ns “grossly overblown". 

However, while there is 
every chance tbe market will 
rediscover its optimism this 
week, investors concemed 

chat it may have got ahead 
of itself will be paying close 
attention to the week's - 
economic data. 

The focus is likely to be on 
Wednesday's retail sales and 
producer prices numbers 
and Thursday's consumer 
prices data. Retail sate are 
expected to rise 0.6 per cent 
m July, according to 
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Standard & Poor’s MMS 
survey results, compared 
with 0-5 per cent In June. 

The producer price index 
far July is expected to be 0.1 
per cent higher, the same as 
the previous month. 

Consumer prices are 
expected to show an increase 
of 0.2 per cent, up from 0.1 
per cent. Also on Thursday, 
industrial production is 
expected to be shown to 
have risen 0.2 per cent and 
capacity utilisation data to 
be unchanged at 83 JS per 
cent 


Following a week laden with 
corporate and economic 
news, UK markets ore likely 
to experience lighter trading 
this week. But company 
results, currency shifts and 
interest rate factors which 
have Influenced Investor 
decisions will predominate. 

Last week, corporate 
results covered 27 per cent of 
the market value of the 
FTSE 100 index. Today there 
will be an unusually big 
ex-dividend effect of 15.41 
points. 

Nine companies go 
ex-dividend, including 8T, 
the payout of which will 
include a 35p special 
dividend to sweeten the 
proposed merger with MCI of 
the US. 

Company figures are thin 
on tbe ground. In the 
Footsie, only Alliance & 
Leicester, BOC, General 
Accident and Orange are 
reporting. 

Currency is likely to 
remain the principal focus. 
Sterling fell almost 15 
pfennigs against the D-Mark 
last week, providing sorely 
needed relief to exporters 
and overseas earners. 

The relief was showing 
through on Friday when the 
FTSE 250 stocks moved 
higher while the Footsie fell. 

However, several 
economists believe that with 
inflationary pressure still 
present in the UK. the risk 
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of higher rates and a 
stronger pound remains. 

Those risks will be assesed 
in the light of producer 
prices figures for July today 
and retail price data 
tomorrow. 

And, on Wednesday, the 
B ank or England will give its 
latest quarterly Inflation 
report. The monetary policy 
committee raised Interest 
rates to 7 per cent last 
Thursday but indicated that 
rates were high enough to 
hit tbe chancellor's inflation 
target. 


Markets will be watching 
this week for signs of 
interest rate moves in the 
LIS and Germany. The 
chance that US rates could 
rise unsettled stock and 
bond markets ou Friday. 
Frankfurt's DAX blue chip 
index lost nearly 2 per cent 
to close at 4,342,31 points. 

While German markets 
will be influenced by 
whatever happens on Wall 
Street, domestic factors will 
also loom large. Speculation 
that the Bundesbank could 
use this week's securities 
repurchase transaction to 
signal an end to the long 
period of flat interest rates 
has been fed by Us own 
comments and actions. 

Mr Otmar Is sing, a 
director, said price trends 
were moving in the wrong 
direction, thus hinting that 
the time for a rise from the 
present 3 per cent repo rate 
- unchanged for a year - 
might be approaching. 

He said tbe economy was 
picking up convincingly and 
high unemployment was a 
structural rather than 
I cyclical problem. This 
suggests the Bundesbank 
would not be too inhibited 
from making an interest rate 
move by fears of harming 
the recovery. 

But economists are unsure 
whether the Bundesbank is 
merely making noises about 
possible action to stem the 
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dollar's rise. The speculation 
began when it set a 
continuation of fixed-rate 
repos for only two weeks 
during the summer break 
instead of four. This being 
the third week. Tuesday's 
announcement will be 
eagerly awaited. 

Company interim news 
will also keep the market 
alert. Chemical companies 
will start reporting and 
speculation about bank 
takeovers - the latest 
centring on Commerzbank - 
could continue. 


OTHER MARKETS Compiled by Jeffrey Brown 


Turkey faces hazelnut row 


The Turkish government is 
this week expected to 
announc e another round of 
subsidies for the country's 

hazelnut farmers. 

The news of another year 
of support will anger com- 
peting growers and traders 
in the European Union, 
which Turkey has applied to 
Join. 

“It must be asked why 
they keep doing this when- 
tbey don't have the money 
and the Turkish, taxpayer 
gets nothing in return. 1 * said 
one London-based hazelnut 
trader. •'We’re waiting with 
bated breath to see precisely 
what is the level of support" 

During 1996 the subsidy, 
equivalent to $2l2m, was 
used to purchase local stocks 
to create a buffer of -.seme 


137.500 tonnes of hazelnuts, 
about 25 per cent of the total 
world crop of 550.000 tonnes. 
Most traders expect a similar 
sum to be available this 
year. Turkey produces 70 per 
cent of the world's hazel- 
nuts, with an estimated 3m 
farmers and families depen- 
dent on the crop for their 
income. 

Fiskhbirhk. Turkey's state- 
run hazelnut farmers’ co- 
operative, exercises a strong 
influence over the world 
market for hazelnuts, the 
vast bulk of which are 
bought by confectioners. 
Earlier this year Fiskobirlik 
indicated that it was pre- 
pared to sell from the buffer 
stock only at $555 per 100kg, 
when world prices were 15 
per cent below that figure. • 


The cooperative can afford 
to take a long view of prices 
as hazelnuts can be stored in 
the shell for 18 months. 

The buffer stock is clearly 
influencing world prices, 
although independent Turk- 
ish hazelnut producers have 
been selling at below Fisko- 
birlik's indicated price. 
Between September 1996 - 
Just after harvesting - and 
April this year prices soared 
by 50 per cant, from $340 to 
$510 per 100kg. Yet at the 
start of 1996. before the 
Turkish government subsidy 
was introduced, the price 
was $230 per 100kg. The 
price has recently fallen 
slightly, to $380 per 100kg 
last month, though in the 
last week it has crept back 
up to $420. 


PARIS 

The C AC-40 notched up a 
modest net loss last week. 
Holiday doldrums are one 
reason for the slack perfor- 
mance. With the market 
closed for a national holiday 
on Friday, these are likely to 
deepen. However, French 
shares are still in close con- 
tact with their all-time peaks 
and analysts believe that 
further upward progress 
remains on the cards. 

Investor attention will this 
week focus on a raft of 
interim sales figures, nota- 
bly from Renault. Setta. 
Pechiney, Usinor and luxury 
goods leader LVMH. July's 
consumer price index fig- 
ures, due for release on 
Tuesday, are seen as having 
limited impact 

Mr Alan Webborn, an ana- 
lyst at UBS. said the French 
market would be watching 


the German repo on Tuesday 
for signs of the Bundes- 
bank's intentions on mone- 
tary policy. “There will be a 
sigh of relief in Paris if the 
Bundesbank decides against 
a variable rate.” 

Any signs of German mon- 
etary tightening would be 
particularly unpalatable to 
the French since it would be 
difficult for France to keep 
In step with consumer infla- 
tion running at around l per 
cent and unemployment at a 
record levels. 

ZURICH 

Swiss equities look set for a 
continued trade-off between 
concern about German inter- 
est rate policy and positive 
corporate news from the 
banking sector. 

Last week talk of an 
upward nudge for German 
rates put shares into the sort 


of spin that seldom breaks 
out in August. The market 
traded within an unseason- 
ally wide range on a number 
of days and to some extent 
the volatile trading took the 
shine off a fine set of interim 
□umbers from UBS. 

This week it is tbe turn of 
SBC - CS Group completes 
tbe interim results season 
for the "big three" on 
August 27 - which reports 
on Wednesday. Solid earn- 
ings are widely expected. 
Some brokers see six-month 
gross profits rising by close 
on 60 per cent year-on-year. 

STOCKHOLM 

Buoyed by the flow of half- 
year results. Sweden's lead- 
ing share index bit fresh 
records last week and there 
could be more good corpo- 
rate news in store over the 
next few days. 


Markets are likely to be dull 
this week as Japan enters 
the summer holiday period. 
No significant economic data 
are due until the end of the 
month, when industrial 
production, employment and 
CPI figures are due. 

The equity market is 
expected to remain in its 
weak state, with the Nikkei 
225 fluctuating around 19,500 
to 20,500. Investors are likely 
to continue selling shares in 

general contractors, on 
concern about tbe sector's 
poor outlook and bad debt 
problems. High-tech stocks, 

I which led the market until 
the end of last week, may 
suffer if New York continues 
downward. 

Japanese government 
bonds, however, will 
continue to benefit from 
recent poor economic data 
and concern about trade 
friction with the US. 
following Friday’s 
publication of current 
account figures that showed 
Japan’s June current 
account rose 55.8 per cent to 
Y1.018bn year-on-year. 

The current account 
surplus for first-half 1997 
rose 40.4 per cent, the first 
increase since 1993 and far 
above expectations. 

The government attributes 
much of tbe surge to 
temporary factors, such as 
the April increase in sales 
tax. Officials claim the 


Results are due from SE- 
Banken (tomorrow) and 
Nordhanken (Thursday) but 
there should be plenty of 
pointers to the broader econ- 
omy from forestry leader 
SCA and industrial group 
Sandvik, which report on 
Wednesday and tomorrow 
respectively. 

Some brokers have begun 
to bet on the possibility of 
better news from some sec- 
tions of the paper trade. This 
week's figures from Fin- 
land's Enso and UPM Kym- 
mene, both of which have 
good exposure to publishing 
grades, are keenly awaited. 

HONG KONG 

The wall of money that has 
pushed Hong Kong to record 
highs is unlikely to abate in 
the near term, but brokers 
are warning that consolida- 
tion is now on the cards. The 
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country's trade surplus 
remains on a declining 
trend. But private 
economists say tbe surplus 
will continue rising this 
year, possibly to 2.5 per cent 
of gross domestic product - 
a level widely considered to 
be the limit of US tolerance, 
beyond which trade tensions 
could strain relations. 

The customs-cleared trade 
surplus for July should 
“skyrocket" to around 
Yl,063bn, up 112.4 per cent 
year-on year, predicts Mr 
Brian Rose, at SBC Warburg. 


benchmark Hong Seng Index 
closed slightly lower on Fri- 
day on turnover some 30 per 
cent down on the previous 
session's HK$34.2bn record. 

Brokers are divided on 
where the market is headed; 
some say 17,000 is clearly in 
sight - even though the 
16.000 mark was only 
breached last month - while 
others see it drifting lower. 
Salomon Brothers says that 
since reducing Hong Kong to 
a neutral weighting in early 
July it has not seen any 
compelling reason to change 
its stance- 

The interim results season 
remains In full spate this 
week. Property should also 
stay in the spotlight follow- 
ing stakebuilding in Hong- 
kong Land and Jardine 
Matheson by Mr Li Ka-shing, 
the tycoon who controls two 
of Hong Kong's biggest com- 
panies. 




Growth differences propel doUar ever higher 


Just how far can the US 
dollar go? Last week the 
greenback touched recent 
highs against bath the 
D-Mark and sterling, and 
there seems little on the 
horizon to hold it bade from 
further gains. 

Mr Don Smith, economist 
at HSBC Markets in London, 
thinks tbe dollar is being 
driven by differing percep- 
tions about economic growth 
between the US and Europe, 


rather than simply interest 
rate expectations. 

He points out that while 
expectations of higher inter- 
est rates in both regions 
have fallen in recent 
months, optimism about US 
economic growth has contin- 
ued to rise. 

“The divergence of growth 
and interest rates tends to be 
the norm,” Mr Smith said. 
"Usually, they move in simi- 
lar directions because the 


key role of monetary policy 
is to control inflation and, 
other things being equal, 
higher growth means higher 
inflation.” 

Instead, the market thinks 
there may have been a shift 
in underlying f un da men tals 
delivering stronger non- 
inflationary growth. 

Externally, the weakness 
of other leading economies 
has contributed to the high 
dollar "In recent weeks the 


D-Mark has plummeted after 
catching sight of its own 
reflection in the shape of a 
weak euro," said Mr Smith. 

Even sterling has been 
unable to keep up with the 
dollar, in spite of a widening 
Interest rate differential 
between the UK and the US. 

The long term may see a 
slowdown in US growth and 
a widening trade gap start to 
undermine the dollar. But in 
the short term at least, the 


picture is unlikely to change 
- at least not in the next two 
months, according to HSBC. 

Sterling's overvaluation 
against the European cur- 
rencies may continue to 
unravel this week, with tech- 
nical analysts talking about 
DM2.40 as a possible floor, 
representing a 20 per cent 
retracement. But that would 
be very unlikely to happen 
quickly, and DM2.70 repre- 
sents the consensus level. 


J CROSS BORDER M&A DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

PaeffiCarp (US) 

Energy Group (UK) 

Power 

$5-9bti 

MMC refened 

Endesa (Spain) 

Enersia (Chile) 

Power 

Sl^bn 

Two-way traffic 

Dickson Concepts (HK) 

Barney's (US) 

Retailing 

$24 7m 

Accord in sight 

NTT (Japan) 

Sri Lanka Telecom 
(Sri Lanka) 

Telecoms 

$225m 

35% stake 
agreed 

Shire Pharmaceuticals 
(UK) 

Richwood Pharma- 
ceuticals (US) 

Pharmaceuticals 

5185m 

Rapid growth 
continues 

Sedgwick [UK)/Nlkote 
Brichetto {Italy} 

JV 

Insurance 

services 

S82m 

49/51 % split 

BTH (UK) 

Lim (torque (US) 

Valves 

$6 Dm 

BTR refocuses 

BBA (UK) 

Becorit GeseKschaft 
W. Beckmann (Germany) 

Engineering 

materials 

$45m 

Braking bolt-on 

DOCdata (N ’lands) 

MayWng (U)q 

Music 

$18m 

Buy from 
administrator 


FT GUIDE TO WORLD CURRENCIES 


Th» table below gives the West mratabta rates off exchange (rauratacQ agai ns t four hay eunande* on Friday. August a, 1997 , In soma cases the rata Is nominal. Marta* rates are the average of buying and 
sefing rates ncapt where they mt shown to be otfwnwtsa. In some cases market ram have been calculated from those of foreign euronotes to which they are tied. 
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Asia 
Pacific 


• Thailand 

• South Korea 

• Greater Mekong 

• China 

0 Indonesia 
0 Japanese Industry 


0 Kansal 
0 Philippines 
0 Asian Infrastructure 
0 Taiwan 
0 Australia 

0 Korean Investment in Europe 
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For further information on advertising in any of the above 

Surveys, 
please contact: 

Jenny Middleton or Haj Haffejee in London 
Tel. +44 171 873 3794 Tel. + 44 171 873 4784 
Fax: +44 171873 3204 

or Brigitte McAlinden or Gavin Bishop in Hong Kong 
Tel: +852 2905 5554 Te: +852 2905 5555 
Fax: +852 2537 1211 
or Patrick Brennan in Tokyo 
Tel: +81 3 3295 4050 Fax: +81 3 3295 1264 
or your usual Financial Times representative 
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Venezuela flexes its muscles 




W"WV •*• Spain 


One indication of the 
strength and maturity of the 
Venezuelan securities mar- 
kets came last week when 
investors brushed off a 
nationwide general strike 
that paralysed most of the 
economy. 

Following months of aus- 
terity measures, it was 
feared that a 27 per cent pet- 
rol price Increase would pro- 
voke widespread popular 
protests and send jitters 
through the stock market. 
Yet with most workers tak- 
ing to the beach Instead of 
the streets, investors 
breathed a sigh of relief and 
the share index rose nearly 2 
points on the day of the 
strike and another 0.9 points 
the day after. 

“Whenever a country goes 
through an adjustment pro- 
gramme. the possibility of 
social tension is in the back 
of your mind," says Mr 
Frank Amador, executive 
director of CN1 financial con- 
sultants. “and you don't 
want to be caught off-guard. 
The reaction of the market is 
a positive sign.” 

Venezuela has also man- 
aged so far to shrug off the 
Asian currency tilrmoil, 
which has had man; neigh- 
bouring Latin markets trem- 
bling. This partly reflects 
Venezuela's relative isola- 


Veneznekr 


I BC Index 
ityjoo — 
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tion. but it also stems from 
strong economic growth. 

Following the application 
of market-oriented reforms 
and the opening of several 
sectors to foreign capital, 
Venezuela is beginning to 
emerge from a four- year 
recession. Economic growth 
is estimated to reach 4 per 
cent this year, up from a 
negative 1.6 per cent in 1996. 

Foreign investors have 
also been attracted by 
unprecedented currency sta- 
bility. Given large capital 
inflows, especially into the 
petroleum industry and an 
international monetary 
reserve that has grown to 
$i6.8bn. or 10 months of 
imports, the bolivar depreci- 


ated only 4.3 per cent during 
the first half of this year in 
spite of a 16.4 per cent infla- 
tion rate. 

Following a slow start in 
the first quarter due largely 
to labour unrest over wage 
increases, Venezuela boasted 
the region's strongest 
second-quarter stock market 
performance, at 41.9 per cent 
in dollar terms. Driving the 
market was an electricity 
rate increase, which sig- 
nalled the government’s 
commitment to adjust 
heavily subsidised utility 
rates and boosted revenue 
expectations of blue chip 
Electricidad de Caracas, the 
country's largest private 
power company. 

The market also applauded 
historic labour reform, 
which reduced labour costs 
and signalled the govern- 
ment’s willingness to push 
structural reform. Investors 
also took a hint from multi- 
national oil companies 
which pledged billions of 
dollars in a June oil bidding 
round. 

A clear Indication that 
investors have continued to 
rediscover Venezuela Is that 
the market's average daily 
volume, although still mod- 
est in comparison with Bra- 
zil or Mexico, has jumped to 
92lm so far this year from 
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Week on week movement Month on month movement 

Year to data movement 
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Actual 

Percent 

Actual 

Percent 

Actual 

Percent 

World (449) 

Latin America 
Argentina (22) 

191.09 

140.83 

-1.B3 
+ 1.09 

-0.85 

+0.70 

-4.62 

+628 

-2.36 

+4.87 

+30-98 

+33.69 

+19.35 

+31.45 

Brazil (22) 

406.42 

-19.76 

-4.64 

-31.00 

-7.09 

+145.40 

+55.70 

Chae(21) 

225.40 

+2.60 

+1.17 

-0.93 

-0.41 

+62.95 

+38.75 

Cokarfcla (12] 

248.16 

+9.43 

+3.95 

+8.15 

+3.40 

+74.47 

+42.87 

Mexico (26) 

122.09 

+2.47 

+2.07 

+9.35 

+820 

+40.41 

+49.48 

Peru (12) 

1,259.26 

-5.34 

-0.42 

-10926 

-7.98 

+252.05 

+25.02 

Venezuela (7) 

94^1 

-0.20 

4121 

+0.00 

♦0.00 

+32.03 

+51.52 

Latin America (122) 
Europe 

Czech Hep. (IB) 

210.7S 

-3.05 

-1.43 

-3.02 

-1.41 

+6725 

+46.87 

81.10 

+5.54 

+7.34 

+0.44 

+0.54 

-23.18 

-2223 

Egypt (16) 

192.55 

+1.47 

+0.77 

-4.50 

-228 

+4i7Q 

+2B.55 

Greece (19) 

175.12 

+4.75 

+2.79 

+2.62 

+1.52 

+62.81 

+55-93 

Poland (26) 

316-20 

+30.40 

+10.64 

+6.85 

+222 

-27.54 

-exn 

Portugal (IB) 

200.35 

+4.44 

+2.27 

-6.09 

-235 

+54.17 

+37.06 

Russia (9) 

506.85 

+47.12 

+1025 

+36-90 

+7.B6 

+327.62 

+183.00 

South Africa (28) 

145.71 

+1.17 

+0.61 

+0.87 

+0.60 

+15.83 

+12.19 

Turkey (27) 

173.62 

+4.44 

+2.62 

-6.95 

-365 

+48.57 

+3835 

Europe (163) -144.77 

+4.60 

+3.28 

+1.13 

+0.79 

+26.43 

+2224 

Asia 

China (33) 

83.83 

+6.17 

+7.94 

+18.62 

+28.56 

+27.35 

+48.42 

Indonesia (26) 

140.77 

-9.83 

-6.53 

-30.54 

-17.83 

-15.66 

-10.01 

Korea (27) 

92.64 

+2.74 

+3.05 

-3.09 

-323 

+11.43 

+14.07 

Malaysia (20) 

189.42 

-19.06 

-9.15 

-39.17 

-17.13 

-91.00 

-32.45 

Pakistan (12) 

96.77 

+5.98 

+6.59 

+16.02 

+10.84 

+38.31 

+65.54 

Philippines (22) 

241.78 

+521 

+220 

-20.74 

-7.90 

-72.01 

-22.95 

Taiwan (3D) 

239.94 

-4.54 

-1.88 

+8.39 

+3.62 

+54.50 

+29.39 

Thailand (28) 

101.78 

+0.33 

+0.32 

-1.04 

-1.01 

-53.38 

-34.40 

Asia (198) 

— 205.29 

-5.70 

-2.70 

-12.00 

-5.52 

-1228 

-5.65 
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around $12m in 1996 and $5m 
in 1995, Foreign investors 
are estimated to account for 
as much as 50 to 70 per cent 
of volume on a strong day. 

A further telling indicator 
of the level of confidence in 
Venezuela is the recovery of 
its Brady bonds an the sec- 
ondary market, with par 
bonds trading at 82.25 per 
cent anil DCB bonds at an 
unprecedented 935 per cent. 
Some US-based Latin Ameri- 
can regional investment 
funds are said to have 
increased their weighting in 
Venezuela to as much as 10 
per cent of their portfolios. 

“Given the opening of the 
petroleum, banking, and 
other sectors, some foreign 
investors consider there's no 
turning back from economic 
reforms” said one fund man- 
ager in New York. 

Negative real Interest 
rates have pushed more 
local investors into the 
equity market, causing fixed 
interest investment to 
account for only 36 per cent 
of the volume traded on the 
Caracas exchange, down 
from 59.3 per cent last year. 

Central bank monetary 
stabilisation bonds (TEMs) 
currently yield 21 per cent, 
against expected annualised 
inflation of 25 to 30 per cent 
over coming months. The 
outlook continues strong 
through the end of the year, 
market sources say. 

“Venezuelan shares are 
still trading at a discount in 
comparison to other coun- 
tries in the region." says Mr 
Boris Molina, an analyst 
with Deutsche Morgan Gren- 
fell. “We're positive an Vene- 
zuela and expect an addi- 
tional 18 per cent return by 
the year-end.” says Mr 
Ricardo Penfold, bead of 
research at Santander 
Investment Bank in Caracas. 

Santander has lifted Vene- 
zuela from 15 to 3.7 per cent 
of its Latin America regional 
fund since June 1996. 

As credit demand picks 
up. the central bank is 
expected to make headway 
in soaking up excess mone- 
tary liquidity with the help 
of long-awaited treasury 
bonds. Yet interest rates, 
says Mr Penfold, will rise no 
more than 2 to 3 percentage 
points in the medium-term. 
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Notice of Early Redemption 
¥50,000,000,000 


LAND SECURITIES PLC 


(Incorporated wtih Untiled BabflHy In England 
under the Companies Act 1940) 

(thenssueO • 


£84,000,000 


6% per cent. Convertible Bonds Due 2002 

(the "Bonds*) 


Province de Quebec 

Floating Rate Notes due 1999 


NOTICE OF EARLY REDEMPTION OFTHE BONDS 
ATTHE OPTION OF THE ISSUER 


NOTICE IS HEREBY GIVEN that, in accordance with Condition 
6(b) of (he Bonds, which are constituted by a Trust Deed dated 
30th July, 1 987 the Issuer will redeem all outstanding Bonds on 
Wednesday, 17th September, 1997 (the "Redemption Date") at 
their principal amount (the "Redemption Price") together with 
interest accrued to the Redemption Date. 

Payment ot the Redemption Price on redemption will be made 
against presentation and surrender of the Bonds at the offices 
ot any of the Paying and Conversion Agents fisted below. 
Bonds should be presented tor payment together with an 
unmatured Coupons, failing which, the amount ot any such 
missing unmatured Coupon will be deducted from the sum due 
lor payment 


NOTICE IS HEREBY GIVEN in accordance with Condition 5(b) of the 
Terms and Condtions of the Notes, that all outstanding Notes wffl be 
redeemed at their principal amount on September 22. 1997 when 
Interest on the Notes wlH cease to accrue. Payment ol Principal together 
with payment ot mterast due on September 22. 1997 wfl be made in 
accordance with the Terms and Conditions ol the Notes, at the offices ot 
the Paying Agents, listed below. 


RAYING AGENTS 

Chase Manhattan Bank Banque Bruxelles Lambert 5JL 
Luxembourg SJL Avenue Mamix 24. 

5 Rue Piaetis 1050 Brussels 

L-2338 Luxembourg 


By: The Chase Ma n ha tt a n Bank 
London, Fiscal and 
Principal Paying Agent 

August 11, 1997 


CHASE 


NEW INTERNATIONAL BOND ISSUES 
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Amount 
n. Maturity 
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Sana Burins CmB Crp| 200 
Aegon 200 

Eqwrr Credt BK d Tiite^ 100 
Bport Dad A oi Tiitaf 100 
Hent LymJi & Cart W 
IMkcoQ 25D 

ws ugaia, aus April 125 
MRS ImfcJlctCtes Blog 125 
Astn DMoonotf BanMpf 300 
Ooa-Citi AmM 200 

MT'AnstoflOwBaA 200 
SwWi&pnDafiDp* 130 

MOWS 

Canaries Bankt 200 

Bantayi Cfsau Cap Cap) 300 

hdi Pnmnt Tmaiyt 150 


Aug 2002 9.125# 
Sep 2028 • 
Aug 2004 EL2S 
Aug 2002 7X75 
Aug 2000 750 
Aug 2002 M 
Aug 2000 625 
Aug 2000 © 
Aug 2000 
Aug 2001 fiSJ 
Aug -2000 7JH 
Aug 2005 ftDOf 
Aug 2005 10U 
Agasi 622j 
Sep 2003 65C 
Aug 2000 600 
Ag2D01 664# 


9.317 +325fUdQ?) Bear Stone rifl 

Iriaan Bohn HP 
6341 +17(BVtfB) AW An HGffUn 
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7.867 tiaH6VMfl AW kmRw tan 
ifcniffiww hi 

630< +15(111 3ji) AW Am final tenB 
Satam Mm tad 
1058 +300(BAog00| Sdooui fcoOerc M 
6519 *4lpMagW Atanl tpcfl M 
7.760 +175EAtg00) Margin SMy OW 
6040 i303fifufili Balms lust M 
1671 +450(6 1 2%4E) Bankers Trud M 
6220 Mmgai SMqr Mf 

6521 +33PUI02) Morgan Strtj M 
6109 BKlEAagOq SBCMvOug 
6640 aiMNmJm 


LBAnUraHlsW* - 100 

IHUMIHE t • 


SBCHtag 


Eaupaw l a r 'iwa B jNw ) 2000a 


Aug 2002 (0 10606 
Dec 2002 M B6B92R 
Aug 2004 p) 99655 


Utean Bns Badtaa 
BZW DabcOtaad 
KSKTririBB 


L4nk 3000 b 

AUS1BAUMI DOLLARS 
Stale Bank of NSHQe) , 100 

CAMADWi DOUAflS 

B^wted* I^W® 100 

SLBUBLSSU& 

Woild Bait BOO 

DatdmAsMa 300 

IDCFtan 100 

DAiSH «*a ; 

DaMaBMAacafl 400 

UMBOiHG BMCS 
AfpentabrtLmasOosg 2Bn 

ESCUDOS 

KatiOrSbHbiM 16471 b 


Mir 2X2 620 
Sep 2002 625 


102202 ‘ 6020 
WlkET 5J52 


MBaKUnaMang 
EBPrOeakchs MG 


100 0*2001 5.75. 100715 DtdBdBlAnffH FtB 

100 D* 2001 525 MLffiB . 69 +11|7%EI«9)J TD SBnitte* 1 


Aug 2007 an 
Aqg2D0a 725 
Sep 1999 7 JO 


-51 ABB 6882 +6(6- TD-Smrtes 

106685 6905 DectateTO SdcaflU 

10608 7X13 - , . Mrs Bank ' . 


OeabdafiHBMi 


Sep 2002 600 


Bonds and Coupons will become void unless presented tor 
payment within periods oi ten years and five years respectively 
from the Relevant Date in respect thereof (as defined in 
Condition 9 of the Bonds). 



Notwithstanding the foregoing, the holder ol any Bond has the 
right (the "Conversion Right") at any time subject to any 
applicable fiscal or other laws or regulations, up to and 
tnduefing Monday, 8th September, 1997 (being the seventh 
business day prior to the Redemption Date) to convert the 
principal amotail ot such Bond Into fuUy paid registered 
OnSnary shares of the Issuer. The Conversion Right may be 
exercised by the Bondholder delivering the Bond at the offices 
of any of the Paying and Conversion Agents listed below, 
accompanied by a duly signed and completed notice of 
conversion in the form obtainable from the offices ot a Paying 
and Conversion Agent listed below. 


BANK OF CEYLON 

USS 1 2.000.00C.00 
Fkunng Rua CD Due August 1 909 

!■ -M> <bl IV-WOT ol *» RaUInc 

MHh b*ftb* m HbfaMi 


U.S. S500.000.000 
Floating Ruts Notes Due 19S9 
hi aecddanca with the tonus and 
conditions of tin Notes, the interest 
raw for the period 12th August. 1B97 
to 12th N ovembe r. 1997 has been 
fixed si 5310625% per annum. The 
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interest payable on 12th November. 
1997 will be U.S. £160-9+ per U.S. 
£10.000 nominal and U.S. S1S09J8 
per U.S. £100,000. 

fiscal Again and Agent Bank 
frS3 ROYAL BANK 
t8&n OF CANADA 


The value at which Ordinary shares shall be issued upon 
Conversion shall be 672p per Ordinary share. The middle 
market price offthe Ordinary shares at the close of business on 
the London Stock Exchange on Thursday, 7th August 1997 
(being the last practicable cay before publication of this notice) 
was 943Hp. Ordinary shares issued upon convorakxi will be 
registered as of the relevant Conversion Date (as determined 
pursuant to Condition 7 of the Bonds) in the name of the holder 
of the Bond completing the notice of conversion or his nominee 
(save that no Orcfi nary shares will be issued to or in the name of 
any person whose business is or includes the provision of 
clearance services for the purchase and sale of securities or a 
nominee of that person) and will rank pari passu in all respects 
with the fully paid Ordinary shares In issue on such Conversion 
Date save that they will not be entitled to any dividends or other 
distributions declared or paid or made either In respect of 
financial periods ended or or prior to such Conversion Date or 
by ref e rence to a record date prior to such Conversion Date. No 
payment or adjustment will be made on conversion for interest 
accrued on any Bond since the 31st December immediately 
preceding the Conversion Dele relating to such Bond. 


CONTRACTS & TENDERS 


PRINCIPAL FAYING AND CONVERSION AGENT 
The Chase Manhattan Bank 
Trinity Tower, 9 Thomas More Street London El 9YT 

PAYING AND CONVERSION AGENTS 
Banque Bruxelles Chase Manhattan Bank 
Lambert SA Luxembourg &A. 

24 Avenue Mamix 5 Rue Piaetis, P.O.Box 240 
B-1050 Brussels L-2010 Luxembourg 

Chase Manhattan Bank (Switortand) 

85 Rue du RhOna, CH-1204 Geneve 


fltti August 1997 


neototored Office: 
5^?LondonWC2SAF 


BY ORDER OFTOEBOARD 
LA Janos 
Seanaiy 


INVITATION TO BID 

Thai JLao Lignite Co.. Ltd of Thailand intends to 
develop an open-cast lignite mine at Hongsa in 
north-west Laos, to supply an adjacent 700 MW 
lignite-fired power plant currently under 
development It is anticipated that approximately 5 
million tonnes per annum for over 20 years will be 
required to fuel the power plant. 


Thai Lao Lignite is therefore inviting interested, 
qualified parties with relevant lignite experience to 
bid for the mine development and operations on a 
turnkey basis under a long-term contract. 


Interested bidders who wish to obtain further 
information on the proposed scope of work should 
contact Thai Lao Lignite by Friday, August 29, 
1997, at the address below; 


Thongjati Sopondisya, Managing Director, 

Thai Lao Lignite Co. Ltd: 

19/1 Soi Samanchan, Sukhumvit 42 Rd: 
Prakhanong, Bangkok 10110; Thailand. 


Fax Number; (66 2) 712-1190 
G-mail Address: tip2001@ksel5.th.com 


International Finance 
Corporation 
Washington, D.G 


Italian Lire 150,000,000,000 
Float! ng rate notes 1999 


Notice is hereby gioen that 
for the interest period 
II August 1997 to O February 
1998 the notes will carry an 
Interest rate of 6.4125% per 
annum. Interest payable on 
II February 1998 will amount to 
ITLI63,S75perlTL5,000.000 
note and ITL 1.638,750 per 
m .50.000.000 note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


Bradford 

&B 1 NG LEY 


5150,000,000 
Floating rate notes 1999 

Notice is hereby goen that 
the notes will bear interest 
at 73125% per annum from 
7 August 1997 id 7 November 
1997. Interest payable on 7 
November 1997 utiB amount 
to 5184 J2 per H0.000 note. 


Agent Morgan Guaranty 
Trust Company 


JPMorgan 



International Bank for 
Reqonstructltxi and 
Development 

Yen 50.000,000,000 
Floating rate notes due 
9th February 2001 


the notes wBi bear Interest at 
0.92891% per atmam Aon 11 
August I997lo 9 February 
1998. Interest payable 9 
February 1998 wilLamowti to 
Yen46,962per Yatl0.000.000 
note. 



The Financial Times plans 
to publish a Survey on 


Panama 


on Wednesday September lO 


r * > i < ; i L*; ? 1 f 


Appointments 

Advertising 


FT Surveys 


appears In the UK edition 
every Monday, Wednesday 
& Thursday and in the 
International edition 
every Friday. 


The Financial Times plans to publish a Survey on 


France 


on Monday, November 3 


For further information 
please contact; 
Toby Ffnden-Crofts 
+44 0171 873 4027 


For farther In forma ti on, pteaa*. 
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A no. tondor rare of ascoiae on Aug 8. 6.780Gpc ECGO had rale Sttg. Export Fcance. Make 
i*> day Jik 31. 1997. Agreed rate tor period Aug 26. 1997 to Seo 23, 1997. Scheme ID &Z7pc. 
Retnrnce rake Ick preiod Jul 1. 1997 10 AH 31. 1997 Schemes W 6 V 7 OKipc. France House 
Base Rote ?pc from Aug 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

*mj 8 tug 1 Aug 8 Aug 1 


BRls on otter ITOOm Sfttai 

Total at apmaaxis £l 031 m EiO 70 m 

lota atxasea soom ooom 

Wa accepted Ud £ 98.300 £98320 

ASotment at mM. level ?S% 86 % 


Top accepted rate 
Ave rate ot (Bcoura 
Metage yield 
Otter at next tender 
Mn. accept bid 92 days 


6 . 0186 % 67385 % 
67800 % 6 . 7348 % 
66965 % 63498 % 
£ 200 m 5350 m 


Pmvtoue day's voC. CaBs 1,18? Puts 3«4 . Prev. Oev'o open H_ Cato 32x157 Puts 37,140 


EatvcX Open rt. ■ PHttAPWJHIA MS P-MARK78 QP110W8 DM62^00 (5 per DM) 


l HlfUH— flwm EB2J00 per C 


SlrOa 

Price 

Aug 

- CALLS - 
Sep 

Oa 

Aug 

— PUTS - 
Sep 

Od 

mat 

0.77 

1.18 

1.48 

0.13 

0.41 

063 

0040 

044 

007 

1.19 

046 

061 

003 

0546 

040 

0.62 

093 

0.53 

nra; 

106 


■ Pound In Nora York 

to 8 -Close — 

Prw dose™ 

FT GUIDE to WORLD CURRStGIES 

£ spot 

1.5375 

10900 

The FT Glade to WorW Currencies 

1 mto 

10355 

1.5880 

table can be found on the Markets 

3 will 

1.5313 

10842 

page m today's edition. 

lyr 

1 5680 

15695 



sap 

1087B 

10840 

-0.0018 

10920 

10850 

22458 

52.495 

Pravtou* doylvcL, Crib 10*1 Pula 3528. Prev-days open tou Ctol 16014PM 14,704 

Dec 

10600 

10786 

-00014 

10600 

10850 

235 

950 


Mar 


10732 

-0001 

. ' 

. 10810 

1 . 

209 



OTHER STATISTICS 


FUTURES 
OPTIONS 
& FOREX 

PRIVATE OJENTS 
WELCOME 


FRKKTJEY FUTURES UMTFEP 


38 DOVER STREET, LONDON W1XSRB H 
TEL: 0171 629 HIS FAXs 0171 495 0022 || 
http J/www.b0xe.»k — 


| MARGINED FOREIGN EXCHANGE] 
FUTURES & OPTIONS 
24 HOURS i- 

http://vuvw.unioncal.cem ll 
Fox 0i71 522 3217 


10 

*a 

14/B 

11 

NJ 

180 

21 

Ml 

22/8 

605 

m 

. 21/8 

pm prwnfcm 



14/0 ixpn 1pm Acttv Imaging 

18® &pm 3pm FortmeO* 

22/B 2>?pm 2^pm Golden Und 

21® 202 1 2pm 140pm Logical . 


1pm 

3pm 

2 1 2ptn 

202tzpm *40 


BANK RETURN 

BANXB4Q DEPARTMENT 

UabBttoa 

Capital 

Pufiflc dipoB te 
Bankers dapoeita. . 

Reserve and other aocounts 


Go ve rnm en t aeourftiaa 
Advance arid other a ccou n t! 
Promise, aquhxnera and ooter < 
Notes 


We dn esday thOBasa or 

Auguat 8. 1967 decrease tor week 

E . E 

14,533000 

1J«1A28J274 -4,886,818 

2J11J027J12 -96.718^54 

3402583432 -25416,409 

7.1 08.773418 -126,633,961 

1^03406405 ♦28.175000 

5.178.130594 *626044010 

52106005 -778018,787 

’ 6.131038 -4.436480 


§ F.P. 
■ FJ>. 

- F P. 
§100 F.P. 
§260 F P. 

FJ>. 
§3 FJ». 
. S F P. 
§160 FJ». 

§ FP. 
§125 FP. 
.§ FP. 
§180 FP. 
§1T3 F.P. 
100 FP. 
SlOO FP. 
§ FP. 

- FP. 

- FP. 


4482 23412 
744 74*2 
1334 10B* 
25A 122*2 
154 275 
- no 
441 ait 
656 65 

7 35P 2Q2 

244 1821 2 
842 135 

5744 38812 
174 175*2 
45.7 21712 
327 112*2 
746 120>2 
574 1«^ 

754 87«2 


23*12 *6*2 
72*2 -1 

107 -ll» 
119*2 ♦! 

267*2 
115 
3% 

85 

194*2 +1*2 


96*2 faebtxxne Marfn 108*2 
105*2 tS8S Group 106*2 

136*2 Ted Bator 138*2 -1 

19*2 Thom B 20*2 

60 Wgbn Tech 61*2 -**2 

la*. 5 Ptsokig gdoa. * knroduetton. For ; 

i The London Share Sendee notes. 


220*2 BBkxi 
72*2 tiMoeCtoMng 
101 BrfcWiWPtl 
109*2 CarraflUM 
265 Mean 

114 BUB 
3*2 tFabpbce Cns*g 
65 TOR Hotonga 
162*2 Baton Mdgs 
117*2 Gremln GrtM> 
102*2 tHricon PuOtog 


381*2 lortoa 
172*2 flOigl 


fKlngSsher Lato 


14 2.7 23.1 

5.1 24 7.9 

2.1 44 114 
44 14 24 4 

- 3.1 - 

- -514 
5.7 0.8 314 
34 34 102 


64 14 144 
24 34 12.7 


2.0 24 167 
0.1 3.1 - 


i expte nfl lon ot tf 


* *; • 


CURRENCY MANAGEMENT CORPORATION PLC 

• Reel Tene Foreign Exchange Oeatog Service vie the Imemst 

• 2i bows Sendee - No Commtolons • 5 PIP Spreads 

• Free Readme 180 Cutrency toed 

www Ferex-CMC CO.UK EMAIL PETCR«FOREX-CUC0O UK 

Tat 44 171 885 0800 Far 44 171 972 0970 

Address. 11. Old Jemy, London EC2R8DU (tagtoaobySW 


UNION TAX-SHOP LTD 

For aD your tax and self- assessment needs 
Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 


BRIDGE-CRB 

FUTURES 

DATAKIT 


/ 2 yaeia el knsvtduai cereara pnos Nakey. 

1 0 rearm cT defly r w ereW hxkic— pdee nmory 

✓ Dare dewnload aeftwars. 

■ 1 fiW year ot and •oCdre g uorea. 

• Opeenal ctrertog aatorere 

Tab +44 (0)171 842 4083 lor more htorenreOlan 


FTSE GOLD MINES INDEX 


Notes m efrcutedon 

Notes to BtHdng Oaprebwnt . 


Other Government eeaetfee 
Other Securities 


UK GILTS PRICES 


22.103468^82 

6.131438 

22.110000000 


*54/438080 

-4^36090 

*50000 .0 00 


0eU Mees fcxtoc (31) 144344 -209 3841 1W0 2.19 


1208 0 084058 ‘ -858082014 

B01g.18S.144 - ♦1006062014 

22.110000000 +5aOOO0OO 


Attn (14) 

A mil di to (6) 
Met® Amerta (i*J 


141343 -330 8.47 21.76 545 2303 2695.89 132446 

148032 -33.7 34B 9.G8 345 17.17 2455L10 1338.10 

148541 -112 2608 B62S 095 7447 1861.48 124423 

Undod 1M7. Al dtAW reeereed. Haro In bracke ts shore 


mini 

REUTERS 


Freephone 




PKUM 


CopyrigM. FTSE tofne ae n to Untoed 18S7. Al tltfna reeaved. Hgiro i 
rammer of e renwnks. Beto U9 Deere*. Bees Vtorere 100000 3Vt»e. 1 1 


SHARES 
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INDEX. 

FINANCIAL 


-TAX FREE 

0171896 0011 


*8*3 

150 

Dell Ac IB 

84 

*20500 

11J 

1*21*21 

120 

JWD*7 

290 

iayis Mns 

80 

»0a7 

290 

IHSri 

27.2 

XpSOcS 

23J 

*ZA21 

117 

JalBJylB 

7.7 

«70b7 

290 

s*a*28 

I7J 

Jtoi30cn 

14 

*25*25 

143 

*25 MS 
JyTZ Jsi2 

103 

17 

WW 

»7 

laiOSaiO 

Z72 

*27 a® 

1U 

jyaxae 

17J 

JB70b7 

2BJ' 

*8 MS 

143 

JH2DH2 

18 

Je7Da7 
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Fast Fills. 
Low Rates. 


ft fOC 

Swtwtani BSMS8336 

~ FfcOm-TSMUS 

SSaill. USMMUMCKftCCMFHnY 


OFFSHORE COMPANIES 

j rei I i 


m 


MUIRPACE. 


A pnxnd service bi Fimen. CWidrer & 


James- MJiwrtl 
teL am 7Q1 7991 
Fax: 0171 4S0 fill? 




ni:\\ 


Stock 


Data Rroadiastin'i ( orp 


kv 


The 
future’s 
right 
here 


10t30SXSTOFBOi£mi2FCBTHWOIU)'5^""“''' 
FDTWES, OPTIONS AffflWD: MARKETS f RBMOwy 
I- t u i a p e f OOO 

Linnco 


imrinnco 

+ 44 (0.1 171 892 3311 mujI j*tkh#liiicoe«ropEJtBi 


WORLD INTEREST RATES 


MONEY RATES 

Ausuet 8 Over 


BdBium 3^ 3i 3% 3^ 35 600 2.50 

week ago % 3S H *2 31] fi.00 200 

Fiane* 3i 3£ 3]] 3s 3.10 - 4.75 

week ago 3i 3£ 3]] 3!r 3% 3.10 _ *,75 

Germany 3% 3% 3* 3g y £ j.50 £00 3^ 

week ago 3 3H 3£ 3Q *00 200 340 

Ireland 0V» 6Vj 6’ 6^ _ - 0 75 

week ago 6j 6v< 65 6.75 

Italy 65 as 6’e 6% 6^ 7.75 605 627 

•eek eeo 63 6S 6g 63 6^ 7.75 645 627 

Nethertande 3i 3J) S]J 3]] 33 - 2.50 340 

week ago 34 3£ 3M 3H 3*? - 200 2J0 

Swtaerland 1 14a v* ig - 140 

week spo 116 11k l£ 1% 1^ - 1.0D 

us SJ5 54 53 ^ 55 - 540 

week vp s% 54 5H 5U 55 - 5.00 

Japan 5 S it u u 0.50 

week ago v> a 4 4 L' - 050 

■ S LIBOR FT London 

Interbank Ftatog - » 5? Sj « 

week ego -5hk5S5£5£--- 

US Dots' CDs - 50B 545 505 5.75 

week ago - 508 544 501 50* 

ECU linked Ds 4£ 4$ *y 4* 

weak ago - *£ *v, 45 4^ - - - 

SDR United Ds - 3k 3J 3J ? - - - 

week ago - 3V4 35 33 35 

S LIBOR Interbank lUng rates ore e nured raxes (or SI Ore quoted to the marker by bur 
m twwnca centre at Hare each working day. The bonks are; Bankers Trust, Berk of lokyo 
MsutHOv. Bvcfeys and National UVesontoaar. 

Mo rruas are ahoen lor the domestic Main Ratos. IJSS CDs. ECU S SCR Lmkod Cnpoato iDsi 

EURO CURRENCY INTEREST RATES 

Aug 8 Shan 7 days One Three Six One 


term notice month months months 

Belgian Franc 3*2 -3ft 3}5 - 3jJ 3JJ - 3*2 3fi - 3ft 3^ -3 £ 

Danish Krone 3* 2 - 3iJ 3j! - 3ft 3«1 - 3* 2 3ji - 3* 2 312 - 3j{ 

German Mark 3*a - 2{J 3ft - 3ft 3^ - 3ft 3*4 - 3*fl 3ft - 3*4 

Dutch Guilder 3*4 - 3ft - 3** 41 - 4] 3ft - 3ft 3iJ - 3ft 

French Franc 3*4 - 3*, 3ft - 3ft 3ft - 3ft 3Ji - 3ft 4J - 3.'. 

Portuguese Esc. S\i ■ SH - 45 «« - 5*a 5H - 5» 5j? - 5ft 

Spaneh Peseta 5*2-5% 43 - 5% 5ft - 5ft 5ft - 5ft 5% - 5*4 
Staring &tl - 4i 7ft - 6Ji 7ft - 6! 2 7ft - 7ft 7ft - 7ft 

Swes Franc 1*4 - ft 1% - ift 1JJ - lj* i]J - 43 liJ - iJJ 

Canotton Dolor 3ft - 3*g 3ft - 3ft 3JJ - 3J3 43 - 3jl aft - 3!: 

US Dollar 43-513 5ft - 5*2 5fi - 5ft 5ii - 4J 5^-53 

ttaian Lira 7ft - 6ft 613 - 6|i 63 - M 43-42 6S - 4i 

Japanese Yen *2 - 3 *2 - ft U - II JJ - ft A - II 

Asian SSing 1ft - 1 3 • 2ft 3ft - 3ft 3^ - 3ft 3(1 - 3(2 

Snort term rates are caD tor me us DoOar and Yen. oihsrsc iwt days' notice. 

■ THREE MONTH EURODOLLAR (I MM) Sim points o 1 1D0% 


3ft -3ft 

4ft - 4S 

3*2 - 3ft 
3ft - 3ft 
3£-3tf 
5ft- 5* 
5ft - 5ft 
7B-7U 

1ft -1ft 
4ii-*i! 
6ft - 5il 
613-6*2 

ft - >2 
3'2 - 3ii 



Open 

Sett price 

Change 

High 

Low 

Est vo/ Open inL 

Sep 

9446 

9403 

-0.03 

9446 

9442 

43.311 

516.692 

Dec 

94.07 

93.99 

-008 

94.07 

03.95 

70.536 

475.461 

Mar 

93.98 

93.89 

-009 

9308 

9306 

92,727 

334.371 

M US TRSASURY8ILL FUTURES (IMM) Sim per 1D0% 



Sep 

94.87 

94.86 

-0.01 

94.67 

9405 

466 

7.007 

Dec 

94.74 

94.70 

-0.06 

94.74 

94.67 

47 

833 


Al Open k n ere w Ups. ore lor previous aov 


BASE LENDING RATES 


Adam & Company 700 
AUed ash Bark (GB) 740 
•Henry Ansbacher 7.00 
BatoolBaioda 740 
Banco Brtao Vizcaya 740 
Bank ot Cyprus 700 
Bonk ot Ireland 740 
Bankol IncEa 6.75 

Bark oi ScoWrd 7.00 
Barclays Bank 7.00 
Bin Bit of Mid East 7 00 
•BtmnShflryaCoUd 740 
CrbbankNA 7.00 

Clydesdale Bank 740 
The Co-opeiaBvB Bank740 
Couas&Co 7.00 

Cyprus F>o(xiar Bank 7.00 


Duncan LawrW 7.00 
Exeter BartrUmaed 8.00 
Rnandal £ Gen Bank 740 
•Robert Rawing £ Co 7.00 
•Guemass Mahon 6.75 
Habb Bank AG Zunch 740 
•Hambies Bar* 0700 
Henabie £ Gan Inv Bk.7.00 
C. Hoara £ Co 7.00 
Hongkong £ Shanghai 7.00 
Investec Bank (UK) Ud7 00 
Jutan Hodge Bank 7.00 
•Lecpokl Joseph & Sons 740 
Lloyds Bank 700 

M eland Bank 7.00 
NatWestmtostar 700 
•Rea Brothers 700 
Royal Bkal Scotland 7.00 


ScoUah Widows Bark 7.00 
•Sreger & FrtaOonder 7.00 
•Smtoi S Ytornsn Secs 700 
Sun Banking Coip Ud 740 
TSB 700 

Uniled Bank of KuwaiL 7.00 
Urtoy Trust Bank Pic 740 
Western Trust 600 

Whheaway Laidlaw 7.00 
Yorkshire Bank 7.00 

• Members ol London 
Inveatmeni Banking 
Association 
' In a d m ln t sliaU on 


Templcum GI 0 N 2 J Sznoegy Funds 
Sceieie J'invenatrmeru ii capital variable 
26. baJcvard Koval. L-244Q iMxtmtvarjt 
R.C. B 35 177 

Dindand announcement 

Templeton Global Strategy Funds will pay dividends 10 the Shareholders or the 
following Funds a* of record on August 6. 1997, against presentation of the 
ive 


Amount per Coupon ] fbyrnetn 
Currcnc) Share | number | iue 




! ■;» i .ji I 


n l4 0tlU97 


Principal Paving Agent: 

Chase M a n ha n a n Bank Luzemboiug S A. 

S.iuePbclu 
L-3338 Luxembourg 

The Shares are traded ex-dividend os from August 7. 1997. 

For further infernutkm. Shareholders are invited to eoniaci their 1 
office: 


Edinburgh 

Tel. 

ToU-rrec from U.K. 
0800 305 306 
lounatkoal 
1441 132 469 4CO0 
Fax.-t44j 131 22B4S06 


Frankfurt Hong Kong 

TeL M9j 69 272 23 272 TeL i«52t 2877 7733 
Favt49»69T72 23 120 F«*. r8S2i 2877 5401 

Lutemboufg 
TeL 1352) 46 66 67 212 
Ftn:t352t22 2l60 

The Board of Direcl'Jrs 
August 1997 


GN1 


All Futures, Options 
& Margined Forex 

Contact: James Allan 

24 TeL 0171 337 3«»9 

HRS Fax: 0171 337 3997 

- Web Site: hngffwitokj|iLcn.uli 


“3“ 0500 

Sag s *E B ES 


Market-Eve 

irnPU J. 


08003213211 

w*.mart:t-ej-e,co.vk 


TENFORE 


■Real tir-egioci: 


Deriretr.'Bs. boms. 

For more Info and FREE demo diw: call: ClKilloditlES 

+44(0)171 405 1004 a.nJKews ■ 


p£ay with u$ 

VtontBpartsbaraiqraidfcmrilpfwIbdihgonJawercrw 

100iBorl^Hoin7J0OT-9.15piLAmrtop«»dwJ}wid8bis. For* 

8 For cunet# pricai: WaJaxt flamnd 4 page 699 Great Spread 

-H. fbrbt u dira and mfadon bnn aA 0171-550 8500 0 eM 


The new Weekly Petroleum Argus 

Weekly mielliaencs brief on energy, invesirr-ent andpoStte 

Petroleum Argus 

CALL NOW :>rs F=E£ TRIAL toiVs nswsielfer (44.173) 359 H7^2_ 


If you y^ouirl like to advertise, or require any 
further information. .please contact 

Jeremy Nelson 

Tel: 0L71-S73-3447 Fax: 0171-973-3062 
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Offshore Funtfeand Jnsurances 


FT MANAGED FUNDS SERVICE 


Ff CfiySntlMTrtOtPncas: dU OMI 4300*9 and toy k> a 5 digit code Rstod Mow. Calls are charged at 50p per minute at all firna. Intemattonal access ava^abte by sutacrfptkxi only. For more details can the FT Cityline Help Desk on (+44171)8734378. 
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NEW YORK STOCK EXCHANGE PRICES 
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12 272 27% Eft 27% 
123 8j’ 8ft 6ft 
873 b,M Bii 6-% 

Z041 9% 9% 9% 

5438 38ft 38% 3B, U * 
16 47 46,’* *«J 45}* 

405 Oii 9% 9% 
48 48 3ft 3% Jft 

22 520 lift 30*4 30ft 
333502 581* 57% 58ft 

1153 37% X% 36}* 

639 6ft 6 6, 1 * 

15 1008 11% TOK 11% 

13 II 25% 24|i 2413 
695*83 76ft 73ft TSft 
52X4Z fflft 26% ZJ 
U 1681 alJ 52ft 52 !i 

711 28ft 29 

2 595 26% 2SB 26ft 
20 *59 10ft 19% 19ft 
22 1426 49,’* 48U 49, 1 * 
IB 129 14ft 14 }i 14ii 
2S225S7 78ft 76% 77 

10 ISO 10211 10*% 102ft 

20 4870 85*2 84!} Mil 
7 tS 7 16ft 15ft 16ft 
10 3714 Eft !6!J Eft 
12 4086 68 % 66ft 68ft 
10 *06 29} * 29% 29, 7 * 

14 459 17,i 16ft 17,; 
X 56 14,1 M Mil 
IB 76 47,’* 45ft 45ft 

16 zO 48% 48*4 48% 
58*0 35ft 3*% 34*4 

12 2 7,1 7ft 7ft 

15 IOO 32,; 37ft 37% 

15 244 □% 23,'* 23ft 

13 P7 35|* 35,* 3Sli 
12 63 51ft 50ft SDil 
12 382 18% 17ft 17ft 

16 4005 «% 92! i 93% 

17 5*77 «ft 47ft 49ft 
22 298 14ft 14 14ft 

20 15 33ft 32,2 32ic 




38% 26ft CSwavOI > 
22% tfCdnutCo 
52% 29% CrenBS 
1 % CampHRs 
31ft 22ft tSBRJt 
<4ft3Q%C0Qnaf* 
19,; 14ft cm 126 


42 U SIC*** 
35ft 23ft CamkOT 
45% 31ft CnMA 
38% 32*4 CadVL 
48% 34% CpmT 
19," I2%cmnwai» 
19 I4%0ntoti 


- c - 

46% 24% CANTV 1758 Oft **% 43!i 

37ft 31% CtC En i 120 1 4 14 3027 3& 15ft 35ft 
119 96ft CMARn 7 405 lUH 111 111 

37% 20*4 CW Tram 040 1.1 19 3600 37ft 35ft 3SiJ 

mjl; 75ft CPC 1£4 1 8 30 3818 94ft 92% 92% 

2ft 15% CPI Cop a» ?B 19 140 20*4 19-% 20ft 

62ft 41% CSX 104 1 7 15 7027 60ft 59ft 59ft 

85ft 41 CIS Cap 172 19 16 44 83}£ 83,’ 83% 

31% 22% CebtSOte 1 158 20 22 3436 29 28ft 2&H 

46% 27% CJttm 24 6419 35 33% 34% 

3% 21% Ctoffi 040 I 4 13 1663 28iJ Eft 28,'* 

21ii 15ft C»ol OM HE 18 22 4*7 Eft 20}i 2Btl 

41ft 31ft CaEdlffps 119 20 17 772 *0% 39ft 40% 

49% 38ftCaan£sgn 316126 47 *6% 46% 

10ft 2ft Cited 5 HO 10 60ul0% 10 70*4 

42 rCdmer-iY 23 W03 37ft 36ft 36ft 

15 10ft Cafgun On Or 23 23 411 13ft 13% 13ft 

3Si; 19% CoBhSvs 040 II 4361 37ft 16ft 36ft 

028 OB 18 269* Sft 34ft 35ft 
0.40 18 49 330 21 1? 21ft 21% 
OE 16 33 5727 49% 47% 48% 
11 918 ii ft !i 
032 1 I 36 3730 29ft 28% M}| 
032 00 15 4M9 Eft 35ft 36ft 
„ _ life 68 61 18,1 18,5, 18,i 

26,1 19*itesUMge L38 93 10 1149 JSft 2Sft 25!t 

inCmMBi 010 01 35 SET? 59*4 57% 58% 

Df£ 1 J 21 636 U*3 405* 43 

14 219 Eft »’,S 31% 

0*4 IX E 2155 43% *4 44 

1E8 54 14 1599 35ft 34% 34% 

132 28 14 297 47% 47 47ft 

dt& 09 29 1430 17!J 16% 17% 

0« 29 12 141 I7ft 16ft 16ii 

17% 15% CnscdeNG* 096 58 19 59 16% 16% 16ft 

69l 2 4flftCa3eCpS 020 0 3 13 2396 65ft 63ft 64ft 

11Ji 8 Cadi Area x 0(6 04 18 514 lift lift *1% 

17ft UftteHeaCk 126 IB-ft IS 16ft 

61% 36%Caipkx 1.00 1.7 1413790 60,'.- 56 58% 

43% 27% CO Cap 16 vsj Eft 3$i! 37ft 

45 35ft Ce*r Fair* 250 5X 13 38S *3ft «3ft 

11,'i 9ftCad&i« 0X0 71 131763 lift lift 11% 

59-% 33% Certw 028 05 13 1*CO 54 52 % 5?ft 

34% 29% CererHdsn 214 EX 11 <85 34% 34ft 34ft 

28ft 24% Cenr LOU > 1S8 61 13 190 26ft 25 }J 25?} 

13ft 10 COW (Ml 190 69 15 552 13ft 12 7 8 13 

76 43ft Gear Mesp 078 1.1 23 908 70 68% 70 

13% 10ft tedr 9m1i 088 7 4 9 182 12ft IlJ2 lift 

26 IB CextaSW « 1.74 EE 1128*7 19ft 19% 19|J 

Eft 2B% Century R OE 1X 12 2212 Eft Eft 36% 

45ft3%C«t4ia 28 2736 43,'. *2 43 ft 

20ft 13% CtatalE®* 15 3380 16% IB,', 16ft 

53% 41% Ctarsta 120 03 2517 62% SJ% 5lft 

15ft lift ClBjara i 120 13 10 17 15ft 15% 15ft 

1*6 0 ft 8 % B-a 

2*8 2 3 1130577 IPWz 106ft 107ft 
366 1% Ift 1% 

002 Di 29 9*5 :&z 15 15,* 

2M 57 13 163 26ft X\l 

15 180 20 15% 19% 


111 

♦ft 

-ft 

•i!2 

■ft 

i 

-ift 

-iH 

■% 

la 

-ft 

1400 

-29 

*»ft 

i* 

-ft 

V. 

•ft 

-ft 

-1 

-A 

-ft 

-K 

■ft 

-a 

ft 

“iii 

-ft 


9% * 7 a coarwa 
iMj; 84% CttceH 
2 % % Obum B 

Z*% 9%C*USy 
E% 31 Owned 
20% 13 Dmti6* 

36 EftCteJneatti 080 23 15 530 34% j*ft 3<% 


BOft 61 % enwr 
27% 20% cndeFd* 
19,* 12ft CJOaFund 
) 6ft 12ft CJBqaiafi 
7 ? e 4% One* Fun 
52 38% OveCiO 
*0% 25%CimsBjna 
J 0 2 Bl 6 a*yto 

70!’ si ft enuao 

2D0-; 134ft ClgnaA 
9% SftC^wHH 
4.3 JS’s C-lsap In 
33% 26ft Con Bed 

28ft I77 a CrtMi 

2% 1% Cnepta 0 
35% 3? Crag? ■ 

38 ft 33*2 CttSCQ 
40ft 28% C«CT 
36ft Zl % CraSOic 
MU; ggftCffin 


2.32 3 0 73 10745 .T'l rgl* 77,“ 
065 2X 420 K|1 S% Mil 

OK 94 520 ulXft 10% 18% 

020 14 2058 U,' £ 14% 14 ft 

13 <ZJ 7% 7ft 7% 

19 477 50ft J9,* 50,1 

32 5 38i; 33K 

1 67 ** at92Sf 17 35|i 36,i 

1 16 T.7 21 4^’ Ebft 67% 
“32 1 7 12 24Z6 192% :?V1 190 % 

Ofl 0 9 495 9,* 

24e 6 0 16 32 41,; 

0.40 1 4 13 2217 29% 3% 28% 

04f. 18 15 2117 rft 26% 26% 

5 10W 1,*1 I* Iji 

180 55 16 31S 33% 32ft Eft 

212 57 17 30! Eft Vr; Eft 

114 0.4 26 2295 36 35* 35% 

23 745J Eft 22% 22% 

134 


9 9ft 

40” 4fl}i 


i 

-i 

-2 

•ft 

-% 

'J 

♦1ft 


83% 

M,’ 

-2% 

iGLi 


EW 

61 

1C- 

39V 

99 

99 

-1 

91 

91 


101*2 

saCWPWd 

7 CO 

:o 

.-0 


100% 

IM 1 ; 


« 

49 

-% 

12% 

7KMJW 



11 22*4 

0ft 

*% 

8% 


so,; 

®% 

-2,‘i 

12*2 

8CDU31B 



II 1037 


0% 

8% 

■% 

09 

80*? 

-1% 

29% 

n>% Ciiyiboo 

0*4 

16 

ir leia 


27ft 


-ift 

v* 

36% 

-1% 

37 

!«%*£ 

OCT 

02 

40 1187 

3Sft 



-1,; 

27% 

2711 

-1 

23/, 

izcurJt^i 

ai? 

06 

n 3330 


20<; 

2i,l 

-i,‘« 

53% 

53A 

-1% 

ler* 

l3%CbjtnnHra 

ace 

05 

10 1136 

Oil 

IS, ft 

is!L 

■% 

22% 

3iA 

*!2 

i«; 

7%CtenmteG 

031 

79 

150 

10*- 

10% 

10*4 


12id 

12H 

■% 

90 

(E%Qnre7Hi 

7X 

b: 

ZiKi 

9^4 

93% 

93% 

■% 

S'? 

54, 

-ft 

*5% 

40OevCHr 

IX 

30 

! 1 ZT8 

43% 

eft 

42i: 

-ift 

4Z<4 

43% 


04 >2 

C »’ ObjB B 

740 

T9 

a] 

93% 

93% 

03% 


55% 

55% 


1*1% 

17% Oorai* 

Z56 

19 

23 1419 

V? r 

34% 

34% 

-3,1 

J1 

Jl% 

■'a 

«% 

1% GPL (jroop 



raj 


3% 

3% 


27% 

27!i 


H% 

1(i% CHAtnoro 

0% 

E5 

30 

lift 

lift 

11% 


2D,"* 

aft 

-% 

30% 

15% Coaaiwn 

1131 

u 

10 256 

17*2 

1E% 

16!' 

■1% 


Be our 
guest. 


M 

3 HOYAL 


When you stay with us 

in LUXEMBOURG 

stnv in much - 

with your compli meniury copy of the 

FINANCIAL TIMES 

No Fi; no comment 


43% 35I2C0SSISA 
STTj 43ft Ousa 
72ft 5i% Coca C 
Sift 15}* CocaEn 
18ft lift Coenr Daft 
44ft 28ftCognzi 
10ft 11% caenan 
7EJi 45CoigPai 
11ft flftectama 
8ft TftMoottla 
7% 7ftCttad*x 

7H eft CdtoMr I 

72% 56 DJte 

44ft 30ft CcKA * 

24% 19ft ranx 


-ii 


11} 

6ft 

7,; 

7% 


66 870 47% J5ft 45{J 

G40 0 7 11 333 55.* 54ft 54 7 C 

0 56 09 38716E S}* 62}} £M 

010 03 6410 30,* Z8, 1 . 23t; 

115 1.1 1599 13% 13ft 13% 

112 03 36 437 43% 41 ij *3!i 

944 17ft 17,'* ir,; 

1 10 1 6 3010163 71ft B-’j 70 

0 64 sa n ii,; ti 

0X5 6X 354 B,'. fl.\ 

068 9 2 188 7% 7,'* 

0X1 88 213 7ft 7% 

1X0 IX 14 IM 66ft 65% 65ft 

004 01 1*40530 34 33 Eft 

1XS E5 24 872 24/* 237 8 24 

29, ; c 18ft Canteen 1 020 07 181439 28% 27,; 27ft 

75% 51ftCmfca 172 14 18 1717 74 71*i 72ft 

15 lift Coast 154 38 IS 159 ISti 15ft 15ft 

32% EftCcnrniMB 152 1 7 12 18 3<A 31 31/. 

25% WConmEdlX ISO 75 E 25 2*jj 24}J 

25% 34ft Qmfg-M 100 7X 3 zd TSJi 25!i 2&il 

17% 15ft Comscp 5053 u7S% 17% 17% 

16ft BftCmmunPst 105 15ft l5ii 1 SJ 

82% 28ft COnini 3060748 61,; 59 6d!| 

18% 10% ComCr 73 12ft 12% 127 a 

71|{ Eft CnvASS 010 01 62 4980 S3,; 66,; Eft 

83ft 58DBp5a* 31 4683 00ft 78 79ft 

49, 1 * IBjftODBSWlf 005 01 57 573 47% 45lj 46ft 

24ft m Comal * 0 17 17 S3 1682 2U 22,’, Zl\ 

14ft 6ftCafltcW 6 9*5 lift 10ft 11% 

71ft 49QAW* 109 1 6 24 5231 M% 66% 66l! 

25% »% tatea H6 1X2 ES 13 100 22, '* Zl?- 22 

24% E CnmEnf 1 32 57 13 39 33ft 23% 23,* 

465 64 i30 U73 73 73 

2.1Q 6.7 114*34 31% 31ft 31ft -, 7 * 

5.00 6 9 6 73% 73 73,'* ♦% 

134 14 18 3T0B 57,* 56% 56% -|J 

1 EE 28 19 392 EO% 59% 59% ■% 

31 JUT 37% 36,; E,* -,; 

0X0 13 18 5683 41,; 397 8 40,1 -1% 

J.16 75 Z0 57% 57% E% 

■ <5 74 zfl 101 101 101 

IS IX zfl 16% 16% 16% 

132U2 J0 9,’* 9ft 

17 1091 S 28,; S -it 


73 8S%CobS*^ 
32ft ECoadEd 
74% GB Cons Ed PI 
^ftiTft OriK» 
50,; 47ftConP3p* 
40% 2* % Cons Store 
43ft 30% Cacao 

01 55% CEgv A.16 
101% 83C3j»T4S 
16% idftQnHdS 

aft 9% Gown n 

30 15 7 8 CnqiCoX 


HS7 

Ugh Lantech Hr 

58ft 40 Coopt 1X2 
25ft IB Cooper ISA 034 
25% 12% Core hd 024 
62ii 48% Graze 1X8 
65ft 33% Cmhig 032 
35% 24% Ceded 0X2 
30 24% CouShltfT 12* 
23,** lAftCnamg 
16 14ft OSS 

(7% 27% dan 150 
18ft 13ft QWtdfc 0X4 
47ft 33ft craft* 1.16 
ieft1ZftMM$ 1X0 
2ft iftcaume om 

25% 17ft CnmpfenM OflS 
59% 47% CXMnCtZx 1X0 
27% 10% CUH 
-egg seftcutm 
B2ft 44% CmnCg 1.10 
lift lOftCurantt 082 

EB%49%CutM» 1X0 
14 11% CVRet MG 
EQ 39 CVS 044 
17ft lift CjpeSai 
S5H 21%CypAlitt 1X0 
42% 33ft CWK* 


TM. H SH 

% E 10b Hgh 

24 17 1846 57% 
IX 17 2068 24% 
IX 17 105 24% 
21 16 7945 Eft 

1.1 35 X805 64ft 
19 13 4Z76 34.; 
43 28 136 20% 

6S157B 19 
2 20 16ft 

7.1 20 IS9G 46% 

14 22 45 10 

2X 21 1362 45,; 
8 2 14 340 17% 
11 3 zO 1ft 
02 ZZ3Z Z5A 
IX 23 5195 53% 

6319824 2512 
38 65 100% 
1.4 192969 a63 
72 12 2 II,’* 

1.4 IB 103n70% 

ax 11 27 is,; 

OX 4224 56ft 
4365 16% 

3.1 37 1804 26% 
IB 609 *0% 


Oft* 
One net 
Im tat One 

55.V 55, f ( -1.J 

29 % 84 A 4 k 

24% 24% 

6T 6l% 

62,; e?!a 
33% 33% 

28ft 20 
1B% 18ft 
16% 16ft 
44JI 45ft 
16ft 18ft 
44ft *4}J 
16ft 17 

1ft 1% 

25 Z5A 
52% 53ft 
25,'* 25ft 
98 99% -1H 
76ft J9A -3% 

11,; 11,; 

68ft 70+lft 
13 13ft -% 
55ft 55,” -a 
1912 15U -ft 
2Sft 2Bft -a 

40,; 40A -ft 


-A 

.,1 

A 

-A 

-ft 

■A 

-% 

-ft 

-ft 

■4 

-ft 

*h 


25I4 22ftDPLHta 1X8 
42 22ft BAs Stan 114 
46% 30ft Dnsf 7X8 
55ft 390artawCo 110 
17ft11%0mMX 018 

10% 6% Dadenm 0X8 
3214ftUaGn 
3,; ftDsapm 
64% 35 7 a OaitnH 064 
1ft !2DO.B 
lift 5ft OtHgoADB 
49ft 31 Dean Fonts 0X0 
B% flftOemtfB** 0X0 
60% 39ft Dene 0X0 
20ft IBft DehnR. 15* 
im% ffl>« HBAIr 120 
8 5(4 Dehn VAtsd 
35ft 29% DCure 148 
33ft3ftDepte 0X0 
*0ft 28%DederCrp 0X6 
33% 26% DtaePlubx 148 
OEia 55% OasOHIrx 156 
27% 4ft Dm tap 
SDft 28 DMhAd 150 
46% 250gH£ 

40,; 28 DM 116 

2E% 19% DBrarni 060 
85% E6ftDcner4 153 
44% £ft DOtfd 040 
41ft 33% Dandle^ 258 
10 7% Darts re 114 
43% 30ft Ocntofca, 036 
41% 2Bft Donrfy* 0X0 
73ft 48% Do«f 0X8 
95|i 76ft DM Oi 3.48 
45ft 33ft DonJRsa 196 
24 1B% DwnefFtn n 132 
31% 26% DOC MS 
14% B% DnM 
42ft 27% Dressrf 176 
lOiJ 9%DrtusF05 0X8 
Bft BftDrtfiSlG 175 
32ft 26ft DTEEngjr 2X6 
7B 68% Do PBUX 4X0 
35ft 16% Ducanui 
51ft 41ft OiaPw 2X0 
45% 34%Dukeltt|r 236 
2712 23ft OuAd 188 
SB}* 46ftDiA , afli 12B 
31 27 Dud. 4.1 2X5 

3% H Dupd.75 1X8 
# 2SDUCDMX0 2X0 
31% 28 DuqL4X 110 

15ft 10ft DW* 

75 26ft Gjnamcsx 120 
SS 28Djnbni4 


- D - 

5X 13 1087 24,; 
14 Z3 507 3BH 

13 14 2008 47ft 

OX 23 544 55A 
1.1 962 17ft 

18 6829 IDft 

36 4845 Sift 

1 555 2,; 

1.1 24 7531 62% 
75 1 

G IBS 7H 

1.7 21 832 4&ft 

72 1278 8ft 

14 1610293 9B% 

16 11 BIO 18 
02 7 2875 90ft 

8 5ft 

4.4 31 3348 33fJ 
2X 15 687 32JS 

15 17 606 39,1 

IX 21 111 30% 
18 28 1434 92 

zfl 4ft 
10 30 3239 48/* 
W19122 45/* 

14 19 8*34 40 

2.4 17 815 25% 

17 2811258 T9,'* 

1.0 22 1927 41% 
72 13 2445 3Sft 
T.8 5 9 6ft 

OX 22 703 *3,** 
20 28 3527 «A 
IX IB 1231 71,; 
37 11 6228 B4A 
23 2 3072 42}i 

15 24 589 22 

4J 12 3623 71% 

16 2B4 II 
IX 25 2375 41ft 
14 328 IDft 

7X 71 9>z 
71 151863 aft 
10 2 75, 1 * 

a 162 33,’ 
45 15 6818 49,% 
53 a 464 45 

32 55 28*8 27ft 
1.9 192310 66d 

6.7 2100 30% 

85 a IS 
70 Zfl 26% 
17 zfl 031% 

18 ISO 15% 
13 30 10 72% 

37 lO 38i* 


24,; 24,; 

39,V 

48% 

54% 54% 
16ft 17ft 
10 % 10 % 
a a 
2.; 2.; 
soft roll 
!J 1 

7% 7ft 
45A 4512 
BA 8,; 
53U 55,; 
17ft IB 
87% an 
5}i 5ft 
33ft 33ft 

32, ; 32,; 

38ft 3B/* 
30/* 30ft 
09ft m 

d4ft 4ft 
46ft 48A 

«A 

394 39ft 
24ft 24U 
7Bft 79ft 
40J4 40!i 
36 38,; 

8J2 m 

43 43,'* 

39, '* 39,1 
09,; 09» 
9ZA 93ft 
41ft «ft 

21% 21ft 

31ft 31,; 

IDft IDft 

40, ; 40ft 
10*2 10ft 
9i’< 9% 

2fii as 

74ft 74ft 

32ft 32ft 
48ft 49% 
44% 44}J 
27% 27ft 
67,; 87% 
30% 30% 
a a 
28% 28% 
31% 31% 
15% 15ft 
72% 72% 
a» 38S 


- E - 


Bft 3ftEC£H1 
24% 1B%K2G*r 
6 1% EA Irate 
a,; 21ft Efliqpm 
19ft l*ft Exalte, 
36ft 30Jx E Efrterpr 
64% SO% EiiJOlA 
94% G5 EKndah 
91ft 67% Eaten, 
E% »!z EeMn 
49ft 36%Ectf** 

Cft ft BfcWBrc 
25, u * 10ft Edan 
43j^ 30% Edwtffi 
5% 3ft &W Group 
50% a Ban ADR 
M »!< Etar Ctap » 
49% 33 EDS 

57ft 44ft ETUquA 
Oft 6 Bscm 
54 31% EMC 
lift 7ft Emgtomi 
60ft 4 5 EtranB 
7ft EljEmortMTS 
19ft I5%Effl|MeDS 
19ft 13% EnemscA 
32,; 15 EfiRsaADR 
36ft aEnorpmCd 

44 29% EQpADfl 
54% Oft EmbWHS 
23% iBftEngn 
lift 8% Ennis tan 
24ft 21ft Emw 
45ft 35ft Emm 
27 1 7% Emm QBG 
69ft 40% ErcolM 
aftErtrgr* 
ift ift E» Ream 
33% aft Eoafc 
42% Z3ft EouCoj 
32% 77ft fonts*) 
31,1 25% EqOlfltoP 
52% 39ft EUndA 
38lz 33ft Edottic 
10ft Bft and 
19ft 14% EorftMX 
16% 15% EtoCax 
58% »ft Em*» 

65ft 48,’* Ejooi 


095 2X 

oa 05 
1X0 B.7 
1 £0 45 
1.76 30 
1.76 36 
176 10 
0X0 25 
0X4 14 

IDO 4X 
073 15 


028 IX 
060 IB 
103 IS 


002 or 

1.06 19 
047 6X 
ITS 7.6 
0X8 05 
058 14 
134 3 5 
080 23 

D 36 16 
162 85 
156 OX 
090 Zt 
012 05 

180 SX 

0.35 12 
120 05 
1.18 40 

134 0.7 

050 5 6 
016 OS 
10* 66 
12fl 14 
I 6* 26 


E72 
» 555 
1408 
a BIG 

11 606 

13 876 

14 1070 
261343* 
17 1045 
161898 
23 2202 

za 

155210 

12 1«7 
408 

343 

a a 

4J1IDB 
21 675 
47 103 
37023 
449 
a 8788 
ZQ 

14 IM 

2iaia 

15 231 

13 3*6 
9 194 

59 2598 

13 1ESB 
12 102 
12 BEG 

1893] 
31 6402 
30 3947 
1025602 
4 

20 3*02 
36 5833 
27 927 
1651 
34 2449 

14 a 

11 2ia 
176 
21 
9 105* 
183X99 


*% 4 

20ft 19ft a 

5,; 4% 5/, 
38% 37 37A 

19/, 19 19, 1 * 

35,2 B% 35,; 
59iJ 59ft 59ft 
B7 65ft 66ft 
80% 87% 87% 
*Ji 35% 35ft 
46% 45% 45/* 
1% 1% 1% 
35ft 2S% 25,’* 
41 39ft 40ft 
5ft 5% 511 
48ft 47% 47il 
29ft 28{* 28}f 
37ft 35,* 37 

54ft 54ft 54ft 

BA 8ft 

S2% 51ft 
10ft 10,1 10% 
50% 58/* 56% 
Eft Eft eft 
16ft IBft 16ft 
18,; 17ft 17ft 
20, \ 10ft 19% 
35% 35 35/. 

3*% 39% 39ft 
52% 48ft 48% 

22i'i 22 22i« 

9,; 9,; 1%; 
aii aft 23}* 
37.; aft MH 

23% a a 
63ft 62/. G3 
28,’, 2S, U * 25!! 
ift 01ft 1ft 
30ft 20ft 30ft 
33,; 38,; 39 

30ft 29ft 29ji 
31,; 30% 31,1 
48,; 47,; 48/. 

aft a * 36,; 
9% 9 9 

IB 17% 17ft 
16 15ft 15ft 
56 53i2 W 
Qft 61ft 62ft 


- F - 


11% 9jJ FAinar 1 
15ft KFTDsatin 
27,’ e uft FXaClAciS 
47ft 36ft7nriUM> 
9ft 6% Fauw 
lift 6%FaanbK 
377. 26J* RHTmun 

20% :*ft Fed Rfey 
6ft 1ft Feddos 
66 CFMtw 
IS!; a FetiUglX 
27% »]% Futteai Sfl 
M% 30F0EDE1 
38ft 28 Fern Ctsp 
3% i5ft FieoCan 
74 Mji Fa 
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Manure? 010 28 1241 3x7, 30% 31% -i», 
to3S 33 2574 TO/, W 10, 1 * -% 
UercamJ Q» 16 408 30% 29% 29% -% 
taranm 003 11 1G75 10% 9% 10*2 A 
Mead 2504 2® 2% 2/, 

Iteato 51541 5/, 5/« 5/* -A 

MeeaeAS OS 19 487 27 30% S/, -JJ 

(tense S2339 23% 22% 22% A 
ftfcrurab 3S05 6/, ft ft A 

UcW 5382247143*$ 140 140 -3® 

IMAIM 1040 15 14% 14/, -® 

tbMGrasi 12 119 13% 12% 13% A 
USsH 029 312253 90 48% 49% -/* 

tarn 20 56/, 56*4 56% A 

KneSOy 1X4 » 2 6? 82 GX -1% 

MtfrtECli 010 26 300 10% 10% 10® -/, 
UoQfiBTel 2797 13% 12® 12® 1 

taaemCdSSS 86 16 15 16 ♦% | 

tactile U 076 14 40iu3?% 30*2 30% •% 
MdoAO OOE S 807 39A 38*2 38*2 A 
MotaA 006 S 888 41% 40% 40% -® 
litaznm 75 ft 4% 4% A 

UsineeM*028l3 657 25% 25 25% A 
MTSSvs 0<O 14 45 31% 30 30% -2 
Myogen 851 25 23% 24% A 


- N - 

NOi Fndl 0X2 11 496 20% 20% 20*4 A 

Its Career 036 32 5 28% 28% 26% A 

NBsSuix 013 S 359 20® 19% 19® -1% 

(totoasr 9 99 19% 18*2 IB® 

NK 041 3Z 99 68% 67% 68% -1 

total S 4679 28/, 78*a 3B% -/, 
tiOXfi 40504 41*2 39% 41% A 

NetokSm 31 2408 16% ’6% 16% 
torogn* 200 436 S% 19% 20 1% 
NewprtCp 004 21 209 13% 13 13% -% 
NaaCmA 30612 25% 24/, Z4® .% 

Nnrason 080 22 462 61 59 60 -1 

Klfetire 050 3Q2D995 57% 56/* 57% +/, 

Nansil 17 706 uS 18% 18% -% 

MmTst& 072 222526 56 53% 53% -2% 

Wife 73802 40% 39*2 40/, +/, 

209504B ft ft 9 +/, 

talus* 15B»10B%104%107% A 

WCInt 16 16 12 12 12 A 

NSCCWD S Jfl 2® 2® 2® 

Name 406 22% 22% 22% A 


■ S- 

Satecc IS 14 2053 48 46% 46% -1% 

SA1X0M 040 J0 13%d13% 13% 
SmknutQS 55 18 15*2 \5% I5*i A 
ScttmngrA 0*2 17 1502 23% 7ft £2® 

Sons 2129 7% 7% 7% -/, 

SciB Cp 052 2 1839 11% 10% 11% A 
Scare &d 322 ® ® ® A 

Seafietl IS W 27% 27% 27% 
SSttvf QXS24 346 28® 28% 28% A 
SeiteS B 7*777 

SeUns* 1.12 11 3i8 53*; 52% S3 
Sequent 7517586 29*2 27% 27% -2% 
Sequoia 171 3/ e 2)5 3/, ■*■/• 

ServTedi al 5V 5% S-’ 4 

SCTfRrt 022 21 10 22% 22*; 22% +1% 

SJtaredUad 084 22 2464 50 J7* 2 *9% *1 /« 

SnTcnFair 348 >0% 10/, 10% +, 1 , 

SMrwdM 17 57 X0® 20% 2ft A 

Stator P 20 1350 ?1% 30*2 ?1*a -% 

SgmflJ 0X5 21 1695 34% 33V 33)5 A 

SqmaDa 37 208G 5*2 ft ft A 

SBEnVBc 21 545 5fl7 fl 49 50*2 ft 

aUcnVGq 203 B958 33% 31% 32*2 -1% 

Simpson 040 11 45d 10% 10*2 10% A 

Stn£nT 20 /, /, /< 

SredWto 2D 1421 50% 47% <7% -2% 
StoK IS 15 3814 45% 43*2 «'* -1® 
toegelA 250 67 s 6*2 A 

Smffss 233S ft 8® 8® -% 

Si PaiBc > 040 17 1248 23% 22 22% -® 

Staples 368017 25% 24% 24% A 

Sortxjcic 6813X0 39*4 37 38% A 

Ski Mod 1013 11% 10% n% -/< 

Sled Tec 010 15 X« 12% 12% 12% A 

SMdyUSA 168 1% 1® 1® A 

Sum 050 11 ’B9i2?V 22% 22% 
Stradoff zQ /, /< /, 

StniDyn* 51 918 27% 26% 26% A 
Snyder 010 3S zO 41% 41% 41% 

5t*»aC OS 30 3245 27% 26% 26*2 -1 

Surname 080 15 41 u37% 36 3G -1 

SUimilTe 1738 6)J A ft ft 

Suriftc 2967145 497 s 48* 4 49% -® 

totttTre 22 880 28% 28 2 ft ft 

Sytasthc 15804 iA 15% lA A 

Symantec 24 8452 75% 24% 24% % 

5ynakjy 036 21 48 16*2 15% 15* 4 -1% 

Synefc 290 42% 40% 41 -1 

SystmSdt 010 3350 fi! 6% B® A 

Syaenfico 2824C3 3Z 29% 31% A 


fflSys 
B Intel 

Ctadta 20 4% 4% 4% 

Diaper 1, lit) 174*20 55 51% 52% -2% , 

Qinna 3S20 5% S, 7 , A A 

OwJDrtB 994 1% }% 1% 

CWpaSTe 104181 17 16% 16% A Wnm 

DOronCp 627394 20% »/, 20% 

Ctafti 1*4 17 395 81*2 79% 79% -2% WBfliOw 

dntaaCp OS 34 660 67% 65% 65% -1% MffM 


CW8 0X7 17 348 25*2 25% 2S, S , •/, 
Cbcon 222 230 15% 15% T5A +/« 

OnsL* 20225 lA lA 10% ft 
OscoSys 5082680 78% 76% 77% -1® 
Ctoanto 281 2% 2% 2® 

CnoDote IS 29 13 50 49 50 +1 
CDdeMarm rD i% 1% 1% 

CdQDaxa 604072 35 34% 34% A 

| Copies 3J2422 29 28% 29 A 
CDtwient 19 1641 48% 47% 47% -1*4 
ctftgan OS 27 422 1B% 17*4 1B% ft 
OoWGn 1X4 11 52 22% 3% 22% A 
fatal 024 151823 Z7% 28% Z7/, 
faca« OS 3297 23% 22% 2ft ft 
Qnonsp OS 17121 23% Zft 2ft ft 
CoHHBBaraoa 16 197 53% 52% 52% 


cnmmnc 38 35* 4 35 35 

Cnpueree 914 11® 11*2 ft 

CMSm 644 9% 8% 9 

COtoBun K1 ft A 4^ ft 

CnTOste 9 79 2ft 20% 20% 
OoareW OS 14 2447 31% 29% 31% +1 

OowWo 60? 4% a 4fi ft 

CiraMl 054 13 62 36*2 35% 38*2 A 

fata 3216506833% 37% 37% ■{{ 
fam&yCp 73368 17% 16% 17% ft 

Coderfi Q02 23 4382 28% 27% 27% A 

CraafTe* 1112123 22% 20% 21% -1% 

Cream Ree 92 5% 5% 5% 

Cub 35 1073 15% 14% T4% -1% 

Cytwgrd 1067 10/, 9% 10/, ft 

Cpfe 10(68 28% 27*4 27® ft 

Cmm 1652 4/, 84 ft ft 
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- D - 

DSC Cm 20604 28% 27 Z7% -/, 
fat&ou 013 3 1Q2B9% 102+2% 

OnffB 2i3 3/, ft A 

Dttacff 24 1558 21% 19% 20% .% 
Det SaopeKUB 86 3% 3® 3% 

Dafotote 0X8 47 JD 75% 78% 78% 
IMdoasa 044 S « 28% 28% 29% +% 
IMCav 4683933 82% 79% 79% -3 
Detpiy 037 21 885 uS 54% S A 
Daacon 235 4)^ 4% «% + 

DHTSO 436 (0 211121)121® 

OVH 2511 12% lift HA -a 

OglfaD 42 2864 41 38% 38% -2% 

®S Sound 6882 bT% 1/, 1% A 
«SSf« w » 13% 13% 18% A 

OfanaCp 22 719 45% 45 45% A 

Dbdiftn 1080 11% 10% i0% A 

DoBrBl 0X0 401258 43® 43 43% ft 
Dudltti 072 20 B IA *4% 14% -% 


-I- 

tffiSts 19 2ffl 21% 20 21% A 
BKd 125 1/, 1% 1% 

IransKW 38 207 0% 8 8*2 A 

hnaiBBM 1622 1,% 1*2 1% 

WRM 3noiAi6%i7% j 2 

Wriro n*« 9% 8% A -1»\ 

taff*UU 086 11 566 13% 13% 13% -% 

Wagrttev 13706 13% 12% 12% A 

totqaSra 81 1105 18 iA *7*a A 

«w»* a /, A A 

total* ai2 2SOB9 99% 95% 87® -2% 

Wflnfi S322 3){ 3*2 3® ft 

Werlel 33 1332 25% 22% 24-1% 

htortHrix 028 T9 948 27% 27 27% 

Wgpft 2578 10% A 9% A 

wtrtaf 317 2)3 2% 2% ft 

Itareto 3992 15% 14% 14% A 

wanric 17 401 10 8% 9% ft 

MMKU 14 IK 24% 23% 23% A 

Inweb* 005 16 699 22% 22 22% ft 

Warn 33 18%d17% 17% A 

ItoYt M dn un 38 J0228*£22B%228% 


- J- 

JUSUk 20 607 15% 15% 15® ft 

JB» the 15 18 6% B% 0% ft 

■WttOftW 41 15 14% 14% A 

tall 6(2 12% 12% 12% A 

Janos Med 010 36 6875 29% 27% 28% A 
JSBftlX 1.40 18 ill 44% 44% 44% 
WtoUB 632 113416 15% « 15 A 
■Mfei 016 15 166 U14 13% 13% ft 


-K- 

Kteio Q1B165 434 15% 14% 14% -% 

KnnQp 044 281157 18% 16% 16, 7 , ft 

Wy» OS 15 273 32 31% 31% A 

fcWs* 1.18 15 678 43% 41% 42% .% 

KLA-Th 5014B33 S 61% 82% 

KffA W *a % % 

tttoO* 167239 18% 18% 18 -% 

WtkaS 7230 43% 41 43 A 


- o - 

OOwtoy* 8 52 17% 16% 16% -% 
fetdf 301 1537 u30(2 30% 30% A 

OdeftsA 26 237 13 1?% 13% -% 

OSareM) 16 4047 18% 17 17% -% 

OffbayH 140 B 8 51% 51 51 ft 

OltoCa 168 11 27 47% 47 47 -® 

OKurtfin 1X6 161520 61% 59% 60% -1% 

OkNaffi 082 18 44 44 44 44 

Ortoncoip 1X6 13 1G8 51% 50*4 50% -% 

OnePnee 5T 3% 3% 3% A 

Oreda 4566172 57% 55% 57% A 

oresena 322401 20% 19% 20% -1 

Orneaea 22 3730 43% 42% 42% -1% 

OreflUn* 13 1778 25% 24% 34% -% 

fttoofe 94 10% 9% 9% A 

Ostap 71 514 8% 6% 8/, A 


04 10*2 W| W| JJ 

Ostap 71 514 8% 6% 8/, A 

DsMflBftA 028 23 113 22 21% ?1% A 

totosh T *050 25 9 15% 14% 15% A 

OtasrTai 1X6 13 143 33 32% 32% ft 

toWrtttl (M3510 75% 72% 74 


-P-Q- 

Pacor £10 14 2285 47% 44% 45% -1% 
PacCtfdop 014 80 67 10*2 *0% 10*2 
PWrt 27 979 8B% 63 66/, +1® 
PWHB 28 6338 69% 66*4 89+1% 
PawiT 4420218 *7% 46% 46*2 -1/, 
Payetw£,0X4 562128 39% 38% 39% ft 
PCeksa 050 24 20 13% 13% 13% +% 

PmnTny 17 74 33% 32% 32% -% 

PennlbB ISO 17 218 57% 54 ffi% -1% 

tooaeftl 120 2® 2® Si 

PamwstL 020 36 237 30*2 30/, 30% 

Pwp&*ClxQ68 20 609 29% 28% 28*4 ft 

PaffaHaUS IS 459 39% 38% 38% -® 

PBOptsnft 13214032 59% 57 56% ft 

Pcn%o 231KO 13,*, 12® 12® ft 

PETaUAHT 20nMB 9 d8% B% -2% 

PnannOav 54 1582 23% 23% 23% A 
ttoefeTch 23 547 13% 13% 13% ft 
PiqoCpAai 413 8% 6% 6% 

Ptomte 203516 11 10% 10/, A 

Ptolfaft) 040 28 557 25% 25 25 A 

PtoneaSl 012 131090 14% 14 14 ft 

PWr 292838 18% 17% 17% A 

FtMA 373416 27% 20% 20% .% 

PUJTol 8 rO 8% 6% 6% A 

Fwsffx 058 B 191 21% 21% 21% A 
town 16 54 17*4 16% 17% 
PresUfB 02015 <52 19*2 18% 18% ft 
Pres®* 1283003 42% 39% 41% -I* 

MW*? 726487 27 25% 26/, -1^ 

PrWrooi 17 66l 15% 14% 14% -% 

fatam 47 9559 47% 46 46% A 

aaltoid 23 i0 41,; 41/, 41/, 

Ouxftim 1869898 35% 33*4 34% -® 

faOBly 20 B58 35% 31® 33*2 -Z% 

Doities 1773195 78% 73V 78 +2% 


-T- 

T-Cel5c 372 1% 1% 1% ft 

T tow Pi 052 »13TB 54 51% 52 ’b -1% 

TBCCP 11 141 8% A 8% A 

TC4Cabie OW 25 306 39% 37® 38 ft 

ID EDA S0458u1B% 17% 18, 1 , +/, 

TachDab 264141 40*2 39 40% A 

Tecuntall 1X0 10 2S 53V 53/, 53% 

Idtac 94 1888 58V 5<% 57% +,*. 

Tatars 268 10% 9% 1 0/, ft 

TdfanAU) 6 4770 25V 25% 25% -% 
Mate 3919615 62/, 80*4 60% -1/, 

Tatar Cp am 1186 22/, 21% 21% % 

Tan Tec 26 582 28% 28% 28% -*2 
TewPhADR 0X7 272610 60% 59 60 A 

3Com 278322* 55® 54% 55*2 ft 

TH# 2289 7% 7 7h •% 

TJhlf 022 IS 192 25% 24% 24% A 

Tob MO 006 15 5 9% 8% A 

Tokyo ta 0X8 24 161 64% 63 63% +2% 

Tom town 46 1303 23% 21% 22% -1% 

Tflohftft 19 82 11 11 11 -% 

Topes CD 023 634 3% 3% 3 11 

TmtaM 23 139 21% 20% 21% +% 
Tiascand 182 2® 2/, 2® % 

Ifeta* 0X6 11 11 38% 37 37 -1% 

Tnntle 723 17% 17% 17% A 

Ttartn 289 2 i® ij| ft 

ImaoflkC 1.10 17 219 25% 24% 2 *ft A 

Tseng Lxh 495 ft 3% 3% A 

TysftA aiO 22340 20% 19% 19® -% 


- u - 

UQSeaGs 102 19 zO 23% 23% 23% 

fated St 17 17 37 34*2 37 

Uft9 012 22 65 u29 28% 29 

toft £40X0 459 61% 60% B0% -% 
IB Energy 57 B% A 9% 

USSento 52 lft 1/, 1/, 

USTst 0X0 24 4521153% 51% 51% -1% 
USTfap 040 15 SO XI % 21% ?lV A 

UMTetoV 0X0 22 7100 101 101 101 -1% 

Ufa 17 110 5 4% 4% A 


- V- 

VUnorrtf 0X3 23 307 21 20 20*2 A 

VngrtCdl 15186 15% lA 15% +1*2 
valen 036 13 1444 35 33% 34® +/, 

War 39 567 23% 22/, 22% -% 

VBapta 70 88 14% 14 14 

vewtafc 281731 lA 15*2 16 A 

VLSI Tech ‘ 4716846 32/, 30% 31 A ft 

VdtaB 048 1787 28% 26 28 A 


-w- 

WangUb 23® 19% lA I8A ft 
Wmffldi 35 1709 12 11% 11% 

W3»*Uji 1XB 17221® 67® G3, 7 , 64/, -3V 
WffsMA 031 14 1872 26/, 25 *2 25/, -1% 
WbnPUOJS IS 368 20% 20 20 A 
WD-40 1X8 22 IM 30% 29% 30% A 

VtararEn 010 19 56liC2% ?l% 2% 
WSWnaiCXUM 24 334 BO 78*2 «• A 
WStoSW 21 7207 40*z 39% <0% A 
fffdSeaiA 1414159 20 18% *»% ft 
WmsSonoma 46 5243 40)1 39 40/, -fl 

motanL 0X8 1? 196 12*2 12 12 
VftMOT «8*3 33% 32% 32% ft 

UMMs OS? 203319 20% 20 20 A 

WPP ADR 0X9 20 358 43% « 43 ft 

«yno+6dna40 34 15*< ZT% 26*2 28% -% 


X-V-Z- 

Xmui 3828335 56/, 53% St® -1% 

Sreori 23 6827 K% 13*2 «/« 1* 

X&tfQ Cup 7302 6 ^b Bid 

vMpa SCO 51*4 54 -n* 

3001 27% 27% 27% -% 
York tetb 19 339 6% 6% 6% 
ZJbbUMi 048 19 2442 36% 35% 35% ft 
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IDE TO THE WEEK 



MONDAY 


Cyprus meeting 




< J ' ~-..V®l 

oqp. 1 




Leaders of the 
Greek and 
Turkish 
communities of 
Cyprus meet for 
more talks 
today in 
Montreux. 
Switzerland. Mr 
Glafcos 
Clerides. president of the 
internationally recognised Greek 
Cypriot government and his Turkish 
Cypriot adversary. Mr Rauf Denktash. 
are to continue negotiations this week 
in search of a settlement to end the 
island’s 23-year partition. The 
encounter, organised by the United 
Nations, follows a previous round of 
positive talks in New York state in 
July. The two men met twice in the 
divided capital Nicosia, where they 
promised to open unmarked graves of 
people killed during communal clashes 
in the 1960s and 1970s. However, 
confirmation that the European Union 
will hold membership talks with the 
Creek Cypriots has angered Mr 
Denktash who last week signed an 
integration agreement with Turkey. 



l-£ ’ 


astronaut Michael FoaL They will have 
to set about the daunting and lengthy 
task of checking the craft to ascertain 
whether it can be salvaged. 


Global journey 






Golf 

The US PGA Championship tees off at 
Winged Foot, New York <to August 17). 
The event is the last of the four big golf 
championships. The previous three, the 
Masters, the Open and the US Open, 
have all, for the first time, been won by 
players aged under 30. 



FRIDAY 


Jennifer Murray. a^yedr-ofa . 
grand mother. is due to return tothe 
UK asthe first woman to have piloted' 
a helicopter around the world. She and 
her copilot Quentin Smith, the 
reigning world fcelfcop toffee-style 
champion, trill become the first 
British team to achieve the feat and ' 

thefh^todosoinapistcm-eu^^d 
helicopter. Their journey took- them • 
to 26 countries with 8Q refuelling 
stops. They will-land at Denham; 
Middlesex, i 


Independence Day 




Ost a giant shadow. This weak Elvis Presley fans around the work! will mark the 20th anniversary of the pop singer's death 


Cambodian talks 

South-east Asia's top diplomatic club 
will meet today in Singapore to discuss 
the situation in Cambodia. The 
meeting of the foreign ministers of the 
nine member-nations of the 
Association of South East Asian 
Nations is set to discuss the outcome of 
its mission which met Cambodia's 
second prime minis ter. Mr Hun Sen, 
last week. The main point will be 
Asean's stance on the election by 
Cambodia's National Assembly of Mr 
Ung Huot. the foreign minister, to 
replace deposed Prince Norodom 
Ranariddh as first prime minister. 
Asean officials said the question of 
when to a dmi t Cambodia into the 
group was uot on the agenda for the 
Singapore meeting. Cambodia was due 
to join Asean in July but its admission 
was postponed. 


counter falling revenue. The action 
follows the failure of Camelot’s 
attempts to have the game declared an 
illegal lottery. It argues that it may not 
be able to deliver its forecast £9bn for 
good causes over its seven-year 
contract because of increasing 
competition from bookmakers and 
others. However, the bookmakers say 
they are losing money because of 
competition from the lottery. 


television debate in the UK. Mr Ken 
Maginnis. the UUP security 
spokesman, and Mr Martin 
McGuinness, Sinn Fein's chief 
negotiator, are due to appear on BBC’s 
Newsnight programme. The UUP has 
hitherto refused to be in the same 
studio as Sinn F6in, although Mr 
Maginnis did appear with Mr Gerry 
Adams, the Sinn Fein president, on US 
television on the Larry King Line show 
on CNN during the last TRA ceasefire. 


about the wisdom of spending large 
amounts of money an constructing new 
facilities. Japan last hosted the 
summer Olympics in Tokyo in 1964. 

The winter Olympics will be held next 
year in Nagano, a mountainous, hot 
spring area of central Japan. 


India and 
Pakistan 
celebrate the 
50th 

anniversary of 
their 

independence 
from Britain. 
State 

ceremonies will 
be hrid in the capitals and a number of 
cities in both countries, although the 
event has garnered more enthusiasm 
abroad than among Indians and 
Pakistanis. Mr IK Gujral, India’s 
74-year-old prime minister and a 
“freedom fighter* who joined the "Quit 
India” movement in 1947, will hoist a 
flag over Delhi’s Red Fort - one of a 
series of set piece events. These wifi 
include a special midnight session of 
India's parliament where a recording 
will be replayed of Jawarhalal Nehru's 
independence speech. 


Angola deadline :v'‘ 

MrKafi Anhan,iheUN - 

Secretary-General, is due to report ■ 
again on the situation in Angola. The 
former rebels' from the National Union 
for the Total Independence cCAngula 
are under threat by the United Nations 
Security Council to reply to P series of 
demands by today or face stiff new 
sanctions. 


Jtaiy 


<- ; - . . 
y ; . . 


Public holiday 

Today is a holiday in many countries 
including Austria. Belgium. France, - 
Greece, India. Italy. Luxembourg: : ■. _ 
Poland. Portugal and Spain: 


SATURDAY 


'Sfer 1 


Swimming 


Edinburgh Festival 

The festival m aintains its tempo with 
an array of events including Bach 
organ works, dance, opera (Verdi's 
Macbeth), a performance of 
Shakespeare's Measure for Measure, art 
exhibitions, jazz and a film festival. 


Korean steel auction 


European swimming championships in 
Seville, Spain (to August 24). 


TUESDAY 


IMF in Thai discussions 


The International Monetary Fund 
holds a conference in Tokyo to discuss 
the Thai finan cial crisis and finalise 
details of an emergency credit line or 
up to $15bu, ahead of an IMF board 
meeting in Washington on August 21. 
The Export-Import Bank of Japan and 
several Japanese commercial banks are 
expected to play a key role in the 
bail-out package. The Japanese 
government is hoping to use the 
occasion to demonstrate its potential as 
a regional leader. 


Shooting party 


Grouse become 
fair game today 
in the UK as 
shooting parties 
take to the 
moorland on 
the Glorious 
Twelfth. Last 


Creditor banks for Hanbo Steel are due 
to try to auction the Korean company’s 
bankrupt steelworks after rejecting a 
Won2.000bn joint offer by Pahang Iron 
Steel and Dongkuk Steel as too low. 
The creditors, led by Korea First Bank, 
said the joint bid fell well short of the 
steelworks’ valuation of Won4,900bn. 
There was also concern that Posco and 
Dongkuk were not prepared to take on 
Hanbo Steel's debts, totalling 
Won6.QQ0bn.Two previous attempts last 
month to sell the plant proved to be 
unsuccessful when no bids were 
offered. 


THURSDAY 


WEDNESDAY 


some 

AmiW shoots were 


Lottery case 

A court case involving Camelot, the 
UK's National Lottery operator, is due 
to be heard today. Camelot has brought 
a private prosecution against three 
bookmakers - Ladbrokes. William Hill 
and Coral - over the 49's numbers 
game launched last December to 


disrupted by demonstrators and even 
the Savoy Hotel In London, where 
grouse was on the menu, was the 
object of a protest by bunt saboteurs 
and animal action group members. 


Sinn F6in TV debate 

Northern Ireland's Ulster Unionist 
party will face Sinn Fein, the IRA’s 
political wing, in their first face-to-face 


Japan’s Olympic decision 

Japan's Olympic Committee will decide 
whether to nominate Osaka or 
Yokoh ama as the Japanese candidate 
for the 2008 Olympic games. Osaka, 
Japan's second city, is thought to be 
the favourite: it has good transport 
links, including the recently opened 
Kansai International Airport, and plans 
to hold all the events within the city 
limits. Yokohama’s last-minute bid is 
hampered by local opposition, although 
some in Osaka also have mixed feelings 


Argentine strike call 

Argentina's apposition trade unions 
have called a general strike today in 
protest at high unemployment and the 
government's free-market economic 
policies. The organisers are planning a 
rally in Buenos Aires, along with 
nationwide protests. However, the 
country’s main union umbrella group, 
the CGT, retains strong links with the 
ruling Peronist party and has rejected 
the strike call. Strong economic growth 
has. as yet, made little impact on the 
unemployment rate, hampering the 
government's efforts to create a 
‘‘feel-good factor” ahead of October’s 
mid-term elections. The stoppage was 
originally called for August & 


World war anniversary 

On the 52nd anniversary of the end of 
the second world war the Japanese will 
be paying dose attention to winch 
politicians follow the tradition of 
visiting tbe Yasukuni Shrine. The 
shrine is dedicated to the spirits of 
Japan’s war dead of the last 134 years, 
including a number of convicted war 
criminals from the second world war. It 
is also a focus for ultra right-wing 
political activity. Cabinet ministers’ 
visits to fiie shrine always draw 
protests from Japan's Asian 
neighbours, but seven ministers have 
already said they will pay their 
respects at the shrine today. Mr 
Ryutaro Hashimoto, the prime 
minister, visited the shrine in July last 
year, but will stay away this year, 
probably to avoid antagonising China 
ahead of his trip there next month. 


Money honey 

Elvis “The King” Presley died 20 years 
ago today, aged 42, In Memphis, ' 
Tennessee, since when he has taken an . 
an almost mystical status among some 
of his followers. Memphis has been hi 
tbe throes of an Elvis Week to attract 
thousands of his fans. Graceland, 
file mansion where he lived for much 
ctf his life, has beenaDowihg an - 
expected 50,000 visitors to tread for 
the first time into Elvis's parents' 
bedroom. Today Elvis will be in : 
concert - thanks to an image of Mm . . 
projected on to the stage and a sound - 
tape. The concert will be followed.by.a 
midnight vigiL 
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Mir departure 

The two Russian cosmonauts on board 
the troubled Mir space station. Vasily 
T&ibliyev and Alexander Lazutkin, are 
due to return to Earth today after six 
months in orbit Cosmonauts Anatoly 
Solovyov and Pavel Vinogradov docked 
with Mir last week to join the craft’s 
three-man crew, which includes Nasa 


Greek pilgrimage 

Tens of thousands of Greeks mate an 
Assumption Day pilgrimage by ship to 
Tinos, tbe Aegean island that is home 
to a Byzantine icon with a reputation 
for performing miracles. The Panoyia 
tis Tinou portrait of the Virgin Mary is 
kept in the dazzling white marble 
cathedral overlooking tbe waterfront. 
The Greek Orthodox priests who 
officiate at the festival lay in huge 
stocks of beeswax candles to be lighted 
by supplicants - many of who keep an 
overnight vigil on the ramps and 
staircases leading from the harbour to 
the cathedral 


Backing a hump - . • 

Berlin is due to stage Europe's first 
camel races today at the city's ‘ ■ 
Hoppegarten hippodrome. Up to 40,000 
spectators are expected for the five 
races sponsored by the United' Arab ' 
Emirates, which is providing 20 camels.' 
Unlike in the Gulf, the camels will be 
racing on grass, not sand. 


Cycle champions 

More than 100 of the world's top 
cyclists are due to take part in the 
Rochester International Classic race, * 
Kent, England. The 148-mile race is the 
British leg of this year's UCI World 
Clip and the seventh round in the 
10 -race championship. 
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Other economic news 


Statistics to be released this week 


Monday: With UK producer 
prices and output prices pub- 
lished today, the retail price 
index tomorrow and unem- 
ployment data for July out 
on Wednesday, the first half 
c-f the week is a busy one for 
London. 

Tuesday: Market fears over 
the possibility of a switch to 
variable rate repos by the 
Bundesbank will be the 
focus of market attention. 
Most analysts, however, 
expect the bank to extend its 
fixed rate repos. 

Wednesday: Wednesdays 
quarterly inflation report 
from the Bank of England 
will be scrutinised for fur- 
ther evidence of the Bank's 
views on interest rates, espe- 
cially on domestic demand. 
Retail sales for July out in 
the US. and expected to reg- 
ister solid gains across the 
board. 

Thursday: The US initial job- 
less claims are expected to 
remain around the 300.000 
figure, as evidence that the 
labour market in the US 
remains tight. 

Friday: Finland's consumer 
price index may continue to 
show an increase, in spite of 
summer sales, but should be 
around an annual 1.3 per 
cent rise. 


Econ o m ic 

Statistic 


Median 

Forecast 


Previous 

Actual 


Released Country Statistic 


Previous 
Actual ; 


July producer price index input’ 
July producer price index input” 
July producer price index output’ 


Friday Japan 


July real earnings 

June industrial prod u ction f 


IS YOUR COMPANY 
DOWNSIZING? 


July producer price index output” 
British Retail Consortium survey 


July consumer price prelim index* 
July consumer price prelim index” 
July retail price index’ 


July retail price index” 


Second quener productivity prelim 
June producer price index” 


June wholesale price index” 


July consumer price index total* 

July consumer price index total” 

July unemployment 

June average earnings 

July retail sales 

July producer price index 

July food price mdex 

July trade balance 

May industrial production” 

July consumer price index 


Aug 15 Japan June shipments t 

Malaysia July-consumer price index” 
Nthtands June industrial production 
Sweden July unemployment rate 

Canada July leading indicators t 

Ireland Jufy wholesale price Index* 

Ireland July wholesale price Index” 

US July bank credit 

Poland July consumer price index* 

Poland July consumer price index” 

Aug 16 Slng'pre 2nd quarter gross domestic 

Sunday Taiwan 2nd quarter gross domestic 

Aug 17 Japan July M2+CO” 

Japan July broad liquidity” 


The effect on the individual can mean 
the end of a current career .«■ 
redundancy. 
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As a caring employer there Is now mere you can '-’ 
do for the colleagues you have to let go. v. 


Bounceback is an entirely new magazine aimed ->.v 
at supporting and enhancing yoiir cofriparff^^ ^ 
redundancy programme whilst provkfing pqajtMvV-' 
help, advice and guidance that croroptements arid^V^ 
prolongs your own support - ' . 






product” 5.876 
product” 6,1% 


Bounceback will respond to thi^V^ 
main reader needs. 


Aug 17 Japan 


June trade balance 


“/ can afford to retire if I am careful" 

"I need a new job" 

"/ am going to set up my own business V. * . ’ 






June business inventories 


July industrial production 
July capacity utilisation 


During the week... 

Germany June retail sales” 

Germany June retail safest* 

Switz July producer price index” 
Russia June consumer price index* 
Germany July wholesale price index* 
Mexico June industrial activity” 
■montti on month, “year on year ^seasonally K^isted 


It will delh/er a single source MoTusefW 
leads and contacts and a range.of opifbhs 
and choice as well as . positive . and 
supportive articles. For ortiy £12 fdir the first 
4 issues a small investment in" someone’s 
future. . .. ; . -- V' J : > 




Statistics, caurteQ> MMS WemBSonat 


To maintain confidentiality we-wilL sewl - 
copies to your H.H.: Department - fpr^ . 
forwarding to ex-colleagues! - £ 


To place your order just 
Bounceback Confidential 


IS, 1 ** -1” 


ACROSS 

fheir work involves filling 
in forms (12) 

Obscure crops in the out- 
skirts of Eastbourue (7) 
Could be Spanish nuts in a 
brie (7) 

He’s backing the French 
spirit (51 

Where women only oil gear 
wheels behind bearing (8) 
What’s up when some- 
thing's missing? < 101 
Like lihood of very big old 
pennies being accepted (4) 
ice I am losing no time (4) 
\fter end of strike workers 
In pit will be flogged GO) 
Painter worried about river 
water creature (3) 
fo prevent blushing has 
iron injection in back (5) 
Cheering, eggs on to 
averse it in (7) 
nitially earning points eas- 
Jy Eric is soon top swords- 
nan (7) 

tev ealing too much ruins 
ilms { 12) 


DOWN 

2 Fast stage in oral improve- 
ment (7) 

3 I'm getting staff to admit 
it's rude (8) 

4 In bed. enjoying something 
heavenly? (4) 

5 Miss turning point some- 
where In Berkshire (10) 

6 Old kingdom has to be 
rebuilt (5) 

7 Expert eventually arrives 
late (7) 

8 Check vehicle before race, 
beginning again (I3i 

9 Imprisoned convict admit- 
ted speed's thoughtless (13) 

14 Funny woman gives men 
codeine indiscriminately 
(10) 

17 One’s not frightened to 
show it (8) 

19 Rushed, notice nothing of 
storm (7) 

21 Lawless person running 
funfair (7) 

23 Similar to Capone. I lake 
50% (5) , , 

26 Jump on open ground park- 
ing (4 1 



MONDAY PRIZE CROSSWORD 

No. 9,450 Set by GRIFFIN 


Six bottles of Davys Celebration Champagne Cor the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable In person or by post. These prizes are available 
only to winners living in England, Scotland and Wales. Winners with 
overseas addresses win receive a set of silver-plated place name bases 
and cards. Solutions by Thursday August 21, marked Monday Cross- 
word 9.450 on the envelope, to the Financial Times, 1 Southwark Bridge, 
London SEl 9HL. Solution on Monday August 25. Please allow 28 days 
for delivery of prizes. 


Name «... 


HOTLINE 
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8522441 - 
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Solution 9,438 


WINNERS 9,438: RL Chevassut. Healangh, North York- 
shire; C.S. Bennett. Hadstock. Cambridge; Kay Ham- 
brook. Caterham, Surrey; D. Thomas. Bracknell. 
Berkshire. 
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